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Depletion of Oil Leases 


Court decision 
involving oil 
lease sale raises 
new questions 


By EDWARD 
P. ROSS* 





N ISSUE that is noteworthy by taxpayers 
A with transactions involving property subject 

to depletion allowances for income tax pur- 
poses is raised in the decision of the Circuit Court 
of Appeals, Fifth Circuit, in the case of Commissioner 
v. William Fleming, decided March 7, 1936. 


With Judge Foster dissenting, it was held, in con- 
currence with the decision of the Board of Tax 
Appeals,’ that where an oil lease is sold for cash and 
an oil payment, the vendor or assignor is entitled 
to percentage depletion upon the oil payment made 
but is not entitled to such depletion as to the cash 
received by reason of the cash being considered as 
representing conversion of capital by sale. 

Of special interest, in consideration of the reason- 
ing by which the decision was reached, is the follow- 
ing excerpt from the opinion: 

We have thus looked at the transaction broadly, as was 
done in Palmer v. Bender [287 U. S. 551], and not tech- 
nically, as was done in the Pugh [49 Fed. (2d) 76] case. 
After repeated reading of the opinion wonder re- 
mains as to what the Court meant in saying that it 
looked at this transaction broadly and not techni- 
cally. At any rate, the Court construed the trans- 
action involved in the Fleming case to be technically 
different from that involved in the Palmer v. Bender 
case. Close analysis of the decision will lead to the 
conclusion, I believe, that the decision is a very 
technical one. 


In the first place, the Appellate Court had before 
it a transaction admittedly a sale of an oil and gas 


“ Attorney at law, Houston, Texas. 
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lease, and undertook in its decision to analyze the 
income to the assignor, or vendor, of the lease into 
(a) that portion of the total income to the assignor 
which represents income from a sale, and (b) that 
portion of the total income to the assignor which 
represents income derived from an interest reserved. 


In no case involving admittedly a sale of an oil 
and gas lease, in which the consideration was evi- 
denced partly in cash and partly in an oil payment 
or royalty, has the Supreme Court differentiated or 
made any distinction as to the source of the income, 
and in no case in which both cash and a royalty or 
an oil payment were involved has it allowed deple- 
tion upon one phase of the income without allowing 
it upon all phases of the income. Furthermore, the 
Government in its brief in the Fleming case admitted 
that if depletion is allowable on the oil payment, then 
it is allowable on the cash. 


It therefore seems that, in the first premise, the 
Circuit Court of Appeals has not looked at the 
Fleming transaction broadly, but has undertaken a 
technical distinction as to the forms of income de- 
rived from the one and same transaction, and has 
accorded these different forms of income statutory 
predilection as far as depletion is concerned. 


The Appellate Court held, moreover, that the execu- 
tion of an oil and gas lease, no matter where exe- 
cuted, is admittedly not such a sale of the mineral 
contents or fee simple estate as to entitle the lessor 
to treat the bonus received, upon the execution of 
the lease, as a sale of capital asset for the purpose of 
determining the application of income tax laws. 
The Court says: 


In order to give the Federal Income Tax laws a 
uniform operation throughout the United States, these 
local differences are ignored in dealing with income and 
deductions, and an oil and gas lease is, from the standpoint 
at least of the landowner, regarded only as a means of pro- 
ducing oil and gas from his lands, and what he gets from 
it, whether in money or oil, or the product of production, 
is income from the use of his land. Even when a lump 
sum is paid down by a lessee as a bonus in addition to a 
retained royalty, the bonus is considered to be an advance 
on royalties and to be income and not purchase money. 
(Italics supplied.) 


The Court then quotes the cases of Burnet v. Harmel? 
and Murphy Oil Company v. Burnet®, and continues 
with an analysis of an oil and gas lease, in which it 
said: 

But a lessee’s interest is everywhere regarded as vendible 
real property, and the lessee may sell his lease or an in- 


terest in it and may thus realize income in the form of 
a profit on the sale. Such income is not subject to being 





*207 U. 
56 Fed. (2 


é 
287 U. i) 13 258, affirming the Circuit Court of Appeals, Ninth Circuit, 
5S Fed. (2d) 17 


reversing the Circuit Court of Appeals, Fifth Circuit, 
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reduced by the percentage depletion allowance, which 
applies only to the income arising from the operation of 
the oil and gas well. (Italics supplied.) 


Effect of the Harmel Decision 


N THIS connection it is appropriate to briefly 

review the decision of the Supreme Court in the 
Harmel case, which undoubtedly is controlling as to 
construction of a lease as far as this question 1s 
concerned. 


The Harmel case was decided by the Supreme 
Court November 7, 1932, and the facts involved in 
that case were that the taxpayer, owner in fee of 
Texas oil lands, executed an oil and gas lease for a 
cash bonus of $57,000.00, reserving the usual royalty. 
Inasmuch as the taxpayer had owned fee simple 
title to the land in question for more than two years, 
he claimed advantage, in the treatment of the bonus 
received for tax purposes, of Section 208 of the Act 
of 1924, and claimed that the bonus received was 
proceeds received on the sale of capital asset. The 
Government contended that the bonus received was 
not subject to being treated as proceeds from the 
sale of capital asset, despite the fact that in Texas 
an oil and gas lease is considered in its operation 
as a present sale of the oil and gas in place and that 
the ownership of the oil and gas passes from the 
lessor to the lessee on the execution of the lease. 

This case originated before the Board of Tax Ap- 
peals, which, in its decision’ held that the bonus 
received was not subject to being treated as proceeds 
from the sale of capital assets. An appeal was taken 
to the Circuit Court of Appeals, Fifth Circuit, which 
held that the taxpayer was entitled to treat the 
bonus as proceeds from the sale of capital assets.® 
The latter decision was reversed by the Supreme 
Court, which said: 


It is an incident of every oil and gas lease, where pro- 
duction operations are carried on by the lessee, that the 
ownership of the oil and gas passes from the lessor to 
the lessee at some time, and the lessor is compensated by 
the payments made by the lessee for the rights and privi- 
leges which he acquires under the lease. But notwith- 
standing this incidental transfer of ownership, it is evident 
that the taxation of the receipts of the lessor as income 
does not ordinarily produce the kind of hardship aimed 
at by the capital gains provision of the taxing act. Oil 
and gas may or may not be present in the leased prem- 
ises and may or may not be found by the lessee. If found, 
an abstraction from the soil is a time-consuming opera- 
tion, and the payments made by the lessee to the lessor 
do not normally become payable as the result of a single 
transaction within the taxable year, as in the case of a 
sale of property. The payment of an initial bonus alters 
the character of the transaction no more than a large 
rental for the first year alters the character of any other 
lease, and the taxation of the one as ordinary income does 
not act as a deterrent upon conversion of capital assets, 
any more than the taxation of the other. 


Moreover, the statute speaks of a “sale” and these leases 
would not generally be described as a sale of the mineral con- 
tent of the soil, using the term either in its technical sense 
or as it is commonly understood. Nor would the payments 
made by the lessee to lessor generally be denominated the 
purchase price of the oil and gas. By wirtue of the lease 


the lessee acquires the privilege of exploiting the land for 


the production of oil and gas for a prescribed period; he 


419 BTA 3 
556 Fed. (24) 153. 
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may explore, drill and produce oil and gas, if found. Such 
operations, with respect to a mine, have been said to re- 
semble a manufacturing business carried on by the use 
of the soil, to which the passing of title to the minerals 
is but an incident, rather than a sale of the land or of 
any interest in it or in its mineral content. (Italics sup- 


plied.) 
The Supreme Court then goes further and says: 


The court below thought that the bonus payments, as 
distinguished from the royalties, should be treated as cap- 
ital gain, apparently because it assumed that the statute 
authorizes a depletion allowance upon the royalties alone. 
But bonus payments to the lessor have been deemed to 
be subject to depletion allowance under Section 214 (a)-(9) 
of the Revenue Act of 1924 as well as Section 214 (a)-(1) 
of the Revenue Act of 1921. The distinction, so far as 
we are advised, has not been taken in any other case. 
We see no basis for it. Bonus and royalties are both con- 
siderations for the lease and are income of the lessor. (Italics 
supplied.) 

Thereby the Supreme Court held that an oil and 
gas lease executed in Texas, or elsewhere, grants to 
the lessee nothing more than the right and privilege 
of entering upon the lands of the lessor and of ex- 
ploring and developing the same for the mineral 
content thereof; that, for income tax purposes, the 
lessor does not effect a sale of realty; and that the 
lessor is not entitled to treat the bonus received as 
proceeds from the sale of a capital asset. 


Rights of the Lessee 


N THE Fleming case, the Circuit Court of Appeals 

admitted that when the lease was granted to 
Fleming the lessor did not, for tax purposes, effect 
a sale of realty, but simply granted to Fleming, by 
means of a lease, the right and privilege to enter upon 
the land and to explore the same for oil and gas, and 
to produce the same if found. 

But the Appellate Court went further and held 
that the same and identical oil and gas lease in the 
hands and possession of Fleming, the lessee, con- 
ferred and vested in him rights of a different char- 
acter than that from which the lessor parted. When 
the lessor executed the lease he granted nothing but 
a privilege and right with respect to the land in- 
volved, but when Fleming accepted the lease and 
became the owner and possessor thereof, he, under 
its same terms and provisions, by some magical 
process or by some judicial sorcery, not explained 
by the Court, became vested with a property right 
of far greater dignity and “everywhere regarded 
as vendible real property.” What the process of 
conversion was or how and when the transition took 
place the Court fails to explain, but Fleming, through 
the means of the same written document, acquired from 
the lessor a property right “everywhere regarded as 
vendible real property,” and a right which the Court. 
in the same opinion, admitted that, for tax purposes, the 
lessor did not grant. It may be that in some subsequent 
decision the Court may have opportunity to explain 
this ambiguous transition, but as far as its decision 
in the Fleming case is concerned, the taxpayer and 
the Government and the courts of the land are left 
in a quandary as to how Fleming, the lessee, ac- 


quired rights different from those granted by the 
lessor. 
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Before passing on to a consideration of the next 
question, it is well to mention that in Oklahoma, 
for instance, the lessee has no title to the oil in place 
and by the lease acquires only a right to produce the 
oil and reduce it to possession. Only after reducing 
the oil to possession by producing the same does the 
lessee acquire ownership.® Furthermore, the lessee, 
under the terms of a lease executed affecting lands 
in the State of Louisiana, acquires no right to the 
oil in place and only comes into ownership after the 
oil has been produced and reduced thereby to pos- 
session. Other instances, perhaps, could be cited 
showing that it is not a well-settled rule that the 
lessee’s interest is everywhere regarded as vendible 
real property. 


In the opinion by the Circuit Court of Appeals, 
Fifth Circuit, in the Fleming case, a technical dis- 
tinction is made between that transaction and the 
one involved in Palmer v. Bender. The same court 
decided the Palmer v. Bender case upon the technicality 
that the assignors of the lease or leases in question 
had in effect made a complete assignment thereof 
and that cash, “excess” royalties and oil payments 
all were consideration for the assignment, and that 
the taxpayer was not entitled to depletion on any 
portion of the consideration. 


In cases decided before Palmer v. Bender, the Cir- 
cuit Court of Appeals, Fifth Circuit, held that in 
order for the assignor of a lease to be entitled to 
depletion upon an overriding royalty, the over- 
riding royalty must have been in the form of a res- 
ervation resulting from a sub-lease, and laid down 
the broad proposition that in order for the assignor 
of a lease to be entitled to depletion upon an oil 
payment or overriding royalty that he must have 
retained possession of the oil payment or overriding 
royalty as a result of a sub-lease, and that where 
the overriding royalty or oil payment is stated as 
additional consideration for the assignment of the 
lease he is not entitled to depletion thereon.’ 


In its review of the Appellate Court’s decision in 
Palmer v. Bender,’ the Supreme Court mentioned the 
fact that the question of whether the transaction was 
a sub-lease or an assignment had been elaborately 
argued by counsels for both taxpayer and the Gov- 
ernment, but that it did not consider that the ques- 
tion of sub-lease or assignment was material to a 
determination of the question. The Court held that 
the statute is broad enough to include lessor, lessee 
and assignor of a lease, and that wherever the tax- 
payer by reason of the transaction retains an eco- 
nomic interest in the property he is entitled to 
depletion, and defined the economic interest by say- 
ing “it is enough, if by virtue of the leasing trans- 
action, he has retained a right to share in the oil 
produced. If so he has an economic interest in the 
oil in place.” The Supreme Court reversed the Ap- 
pellate Court and allowed depletion upon the cash 
received, the “excess” royalties and the oil payment, 
although it was admitted that the cash received, the 
“excess” royalties and the oil payment were all 





®See Acel C. Alexander v. Continental Petroleum Company, 63 Fed. 


(2nd) 927. 


™ Waller v. Commissioner, 40 Fed. (2d) 892; Herold v. Commissioner, 


42 Fed. (2d) 942. 
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stated by the instrument of conveyance as the con- 
sideration for the conveyance of the lease or leases. 


But in the Fleming case the Appellate Court dis- 
tinguishes that case from Palmer v. Bender by saying: 

In Palmer v. Bender, however, the transferor reserved an 
additional royalty, and so was in reality a sub-lessor, and the 
cash paid him could more readily be treated as a bonus or 
advance royalty. (Italics supplied.) 

Can there be any question but that the Court here 
again had the same technical “sub-lease” proposition 
in mind upon which its entire decision in Palmer v. 
Bender was rendered, which was reversed by the 
Supreme Court? The Supreme Court said it was 
immaterial whether the transaction amounted to an 
assignment or a sub-lease, and yet the Appellate 
Court in the Fleming case is still reverting to that 
technical distinction. But it goes further, and, by 
implication, says that in the Fleming case no royalty 
was reserved, and implies that if there had been a 
royalty reserved depletion upon the cash would have 
been allowed. The implication so expressed in the 
language of the Court, which is above quoted, seems 
meaningless when construed in connection with the 
further language of the decision, as follows: 

It is true that no royalty to continue indefinitely was re- 
served, and that the reservation was limited not to so 
many barrels nor to such a length of time, but to so much 
oil as would sell for the agreed sum. (Italics supplied.) 
That language may reasonably be construed as 
meaning that in the Fleming case no perpetual royalty 
was reserved, but that a royalty measured in length 
of time and definite in extent had been reserved and 
it was that upon which the court allowed depletion. 


While it is true that in Palmer v. Bender an “ex- 
cess” royalty, in addition to the cash and oil pay- 
ment, was involved, and the “excess” royalty continued 
for the term of the lease, it is difficult to understand 
that decision as meaning that without the royalty or 
with a royalty of less duration, depletion would not 
have been allowed. The language of the Supreme 
Court in that decision is broad and general and by 
no means technical, and it is difficult to understand 
how, except from a technical point of view, that de- 
cision could be so limited as to be inapplicable both 
to the cash and the oil payment in the Fleming case. 

Further, the Appellate Court’s opinion in the Fleming 
case Says: 


We believe that the Board has correctly held that in 
such sales of an interest in oil leases a money payment 
unconnected with production of oil is to be dealt with as 
representing a conversion of capital by sale, but that oil 
payments where no personal obligation is assumed by the 
purchaser, are to have the benefit of the statutory deple- 
tion allowance. (Italics supplied.) 


If that language means that money received, except 
out of proceeds from the sale of oil or other minerals 
produced under a lease, is not subject to depletion, 
then upon what basis is the allowance of depletion 
justified upon the cash received in Palmer v. Bender 
for the assignment of a lease and upon the cash re- 
ceived in the Harmel case, the Murphy Oil Company 
case and the Wm. Herring case,® as bonus for the 
execution of a lease? 
(Continued on page 383) 


8 287 U.S. 551, which reversed the decision of the Circuit Court of 
Appeals, Fifth Circuit, 57 Fed. (2d) 32, in upholding the decision of 
the District Court, 49 Fed. (2d) 316. ; “ae 

955 S. Ct. 179, reversing the Circuit Court of Appeals, Pifth Circuit, 
70 Fed. (2d) 785 and 70 Fed. (2d) 790. 



























































































































































































































































JOHN St. JOHN, 


Graduate Fellow in Pub- 
lic Administration, Syra- 
cuse University, apprais- 
es effectiveness of recent 
changes in status of 


Real Property 
‘Tax Collection 
Procedures 


N UNPRECEDENTED increase in real prop- 
A erty tax delinquency during the last six years 

which threatened the financial stability of 
local governments has led to many alterations in 
the collection procedure. This legislation in many 
cases has been of an emergency nature enacted by 
legislative bodies willing to try any measure which 
might halt the increasing delinquency and restore 
properties to the tax rolls. 





The time has come when an appraisal should be 
made of the effectiveness of these changes in the 
collection procedure so that legislative bodies will 
no longer enact ineffective measures which tend to 
complicate the collection of current real property 
taxes but instead can be guided by the measures 
which have been effective. 

As the recent changes in the collection procedure 
have been an attempt principally to aid the financial 
conditions of the local units dependent upon the real 
property tax, this appraisal should be made upon 
its effectiveness in stimulating current city collec- 
tions during the last six years. 


A recent study of the trend of tax delinquency in 
cities of over 50,000 population ' has made available 
the figures of year-end delinquency for each of the 
past six years in 150 cities. These figures indicate 
an annual increase in the mean level of delinquency 
in these cities from 1930 through 1933, which was 
followed by slight decreases in 1934 and 1935. 


1Trend of Tax Delinquency, 1930-1935, Cities of Over 50,000 Popu- 
lation; Bird, Frederick L., Dun and Bradstreet, Inc. (N. Y.) 













In 1931 the mean level of delinquency rose from 
10.15 per cent to 14.6 per cent. The following year 
the mean level rose from 5.35 per cent to 19.95; while 
in 1933 the highest level of recent years was reached 
with a delinquency of 26.35 per cent in the current 
levies. The first sign of recovery came in 1934 with 
an improvement of 3.3 per cent but with the delin- 
quency still unusually high at 23.05 per cent. In 
1935 continued improvement was shown as the mean 
level of delinquency fell to 18 per cent. Neverthe- 
less, the 1935 mean level of delinquency was far 
above the 10.15 per cent of taxes delinquent in 1930. 


While, in general, delinquency was considerably 
higher in 1935 than in 1930, twenty-six cities col- 
lected a greater percentage of their 1935 levy than 
they collected of the levy of 1930. Eight of these cities 
were in Massachusetts and two each in New Jersey, 
North Carolina, Pennsylvania, and South Carolina. 
Of twenty-four cities showing generally low deilin- 
quencies throughout the six-year period, eight were 
in California, while of those cities showing stability 
in the collection of taxes throughout the period, six 
were in Massachusetts and five in California. A 
fourth group of states which might be used to ap- 
praise the effectiveness of recent legislation were 
those in which the cities generally showed a rise in 
delinquency considerably higher than experienced in 
other states, followed by a correspondingly high 
decrease during the last two years. In this group 
would be included Alabama, New Jersey, North 
Carolina, Pennsylvania, and Washington. 


Undoubtedly, many factors have influenced the 
collection of current taxes in these cities and states. 
Improved industrial conditions, higher crop prices, 
the Home Owners’ Loan Corporation, and drasti- 
cally lower tax levies have been responsible for some 
of the improvement in the collection of current taxes 
throughout the country. However, changes in the 
tax collection procedure have been an important 
factor in the improvement shown in these eight 
states. 


An appraisal of the changes in the collection pro- 
cedure which have been effective in reducing current 
tax delinquency during the last six years in Ala- 
bama, California, Massachusetts, New Jersey, North 
Carolina, Pennsylvania, South Carolina, and Wash- 
ington will indicate within certain limits what legis- 
lation or combination of statutes might be tried in 
other states to obtain the best possible results in 
the future. 


What legislation has been enacted in these states 
where the cities have shown unusual collection rec 
ords? Seven important temporary and permanent 
alterations in the procedure were provided including: 
(1) amortization of delinquent taxes; (2) abatement 
of penalties upon the prompt payment of delinquent 
taxes; (3) provision for installment payment of cur- 
rent taxes; (4) granting of discounts for prepayment 
of current taxes; (5) permanent lowering in the 
requirements for redemption including extension of 
the redemption period, lowering of redemption pen- 
alties, and provision for partial redemption; (6) tem- 
porary extension of the original penalty date; and 
(7) lowering of penalties upon delinquencies. With 
the exception of the last two, the alterations listed 
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above were made during the last six years in more 
than half of the eight states, while a few were en- 
acted in all of the states. 


Amortization of Delinquent Taxes 


EGISLATION providing for the amortization 

of delinquent taxes was passed in every one of 
the eight states with the exception of South Carolina, 
although the governing provisions varied consider- 
ably. In some states the amortization was condi- 
tioned upon prompt payment of current taxes and 
applied to all delinquent taxes; in other states the 
statutes applied only to the delinquent taxes of par- 
ticular years with penalties abated. There was also 
a wide variation in the period of time over which 
the amortization was possible. 


Amortization legislation in California has been 
most interesting. As early as 1931? provision was 
made for the extension for one year of the right of 
redemption of property sold to the state for delin- 
quent taxes after the normal redemption period had 
expired (five years) upon payment of the first year 
of delinquent taxes for which the property was sold, 
the costs and interest thereon at 7 per cent per 
annum, together with the taxes of the current year. 
This process could be repeated and the right of re- 
demption extended a second year upon payment of 
the delinquent taxes for the second year and the 
current levy. With the repetition of this process for 
five years, then, all delinquent and current taxes had 
been paid and redemption of the property was pos- 
sible upon the payment of additional penalties. This 
was permanent legislation and provided for the pay- 
ment of delinquent taxes in installments over a five- 
vear period. 

Tn 1933 the interest of 7 per cent per annum was 
dropped and penalties of 1 per cent per month were 
added to the redemption extension requirements.* 
Later in the same session, an emergency law * was 
passed providing for the redemption in 10 per cent 
annual installments of property sold to the state 
prior to September 6, 1933, with the additional in- 
centive of the abatement of penalties if the first 
payment was made hefore April 20, 1934. In the 
special session the following year, a statute® was 
passed providing for the amortization of delinquent 
taxes sold to the state prior to July 6, 1934, over a 
ten-year instead of a five-year period by payments of 
10 per cent of the total taxes delinquent, with all 
penalties abated. Another section of the same bill 
provided for this process to apply to property sold to 
the state prior to September 1, 1934, but with the 
installments made quarterly and in such a whole 
number as nearest equals one-third of twice the num- 
ber of months which have elapsed since the date of 
sale—providing the amortization was completed 
within ten years. 

In 1935 redemption was made possible in 10 per 
cent annual installments of property sold to the state 
prior to July 6, 1935, with the first payment due on 
or before April 20, 1936.° In all this legislation, the 

21931, Chap. 433. 

3 1933, page 1567. 

41933, page 2595. 


5 1934, E. S. Chap. 6. 
® 1935, Chap. 313, 
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extension of the right of redemption, with or with- 
out the abatement of penalties, was made contingent 
upon the prompt payment of the installments and 
all current taxes. The reenactment of the amortiza- 
tion legislation in California generally reflects the 
trend in the other seven states considered. 


Provision was made in Washington in 1933 for 
the redemption of property upon payment in twenty 
semi-annual installments of all delinquent taxes, less 
penalties, but with interest at 6 per cent upon the 
unpaid balance.?’ This redemption was conditioned 
upon the prompt payment of current taxes and the 
first installment of delinquent taxes before Novem- 
ber 30, 1933. A signed agreement was required of 
the delinquent owner stipulating his willingness to 
pay promptly all installments and current levies. 
Similar legislation was passed for 19348 and 1935 °® 
permitting redemption in the same twenty semi- 
annual installments providing agreements were 
signed by the property owners before November 30, 
1934, and November 30, 1935, respectively. 


For three years, Pennsylvania has allowed the 
amortization of delinquent taxes. In 1932 their pay- 
ment with all penalties and interest in installments 
of 10 per cent was permitted in all cities except 
Philadelphia.*°. The special session of 1933-34 tem- 
porarily abated penalties and interest upon the amor- 
tization of delinquent taxes. This statute" 
provided for the payment of taxes delinquent for 
1931 and prior vears in three equal installments due 
on December 31, 1933, February 28, 1934, and May 
1, 1934, with all penalties and interest abated. In 
1935 legislation’? was passed which provided for 
four equal semi-annual installments on all delinquent 
taxes in Philadelphia for 1933 and previous years 
with penalties and interest abated. In all other 
cities, the legislation of 1935%* provided for the 
amortization of delinquent 1934 taxes and those of 
previous years in five annual installments with penal- 
ties and interest abated. 


New Jersey legislation has been permissive upon 
municipal corporations. In 1931 the payment of 
delinquent taxes in installments was provided ™ 
while a year later these installments were required 
to be paid monthly over a period not exceeding one 
vear for each year’s taxes delinquent, but not in any 
case exceeding three years. In 1935, legislation 
provided for the payment of taxes which were liens 
upon property over a period of five years, payable in 
monthly or quarterly installments with interest thereon 
at 7 per cent per annum.’® This privilege was grant- 
ed only to those paying 1935 taxes on time. 


In 193117 Alabama provided for the payment of 
delinquent taxes of 1930 in two installments with 
interest thereon at 8 per cent per annum within a 
period of approximately four months from the date 
of the passage of the act by the legislature. No more 





71933, Chap. 53. 

8 1933, E.. 5. Crap. 51. 

® 1935, Chap. 166. 

10 1933, S. S. Chap. 57. 

111933, S. S. Chap. 8. 

121935, Act 75, as amd. by Act 180. 
13 1935, Act 52, as amd. by Act 186. 
141931, No. 291. 

15 1932, No. 195. 

16 1935, Chap. 42. 

171931, Act 157. 











amortization legislation was approved until 1935 
when provision was made for the redemption of real 
estate sold for taxes prior to January 1, 1935 within 
four years from the date of sale in four equal annual 
installments without penalties and interest, but con- 
tingent upon the prompt payment of current taxes."* 


In Massachusetts the redemption of property by 
payment of delinquent taxes and all costs with in- 
terest thereon at 8 per cent per annum in 50 per cent 
installments was permitted in 1933.1° In 1934 this 
legislation was reenacted with the installments 
changed to 25 per cent.2° The legislation in 1935 
provided for the redemption with interest of 6%4 per 


cent instead of 8 per cent, while also in four install- 
ments.”? 










































































Amortization of delinquent taxes in North Caro- 
lina was first allowed in 1933,?* and applied to taxes 
delinquent for the years 1927 through 1931. Pay- 
ment was allowed in equal annual installments over 
a five-year period with municipalities given the right 
to require the prompt payment of 1932 taxes. Per- 
mission was also granted for the redemption upon 
the signing of a five-year note by the delinquent 
property owner secured by a deed of trust on the 
delinquent property.” 


















































It is indeed significant that similar legislation re- 
garding the amortization of delinquent taxes has 
been repeatedly enacted during the last six years in 
those states whose cities have shown significant col- 
lection records. In general, the provisions have 
varied decidedly in these states. Redemption has 
been extended from one year to ten years; interest 
and penalties have been continued in some states 
while abated in others. In most states, the redemp- 
tion has been contingent upon the prompt pavment 
of all current taxes as they come due. This last 
requirement has been of considerable influence upon 
current collections while the amortization itself un- 
doubtedly has been responsible for returning more 
delinquent property to the tax rolls than any other 
given legislation in these states. 




























































































Abatement of Penalties 








HE second most important form of legislation 

passed in these states to aid current collections 
by returning as much delinquent property to the tax 
rolls has been the abatement of penalties and interest 
on delinquent taxes upon their payment within a 
specified time. This was granted in addition to the 
privilege of amortizing the delinquent taxes and 
varied generally in the number of years included in 
the abatement and the duration of time allowed for 
the payment of delinquent taxes. Two states abated 
all penalties and interest and then allowed a flat 
percentage discount on the tax bill if the delinquent 
taxes were paid before a given date. 







































































Recent legislation in Washington has been im- 
portant. During the regular session of 1933, the 
legislature provided for the abatement of all penalties 
































18 19035, Act 194, Art. 8, Chap. 5, Secs. 291-92. 
19 1933, Chap. 325. 

2 1934, Chap. 218, 
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and interest on taxes for 1931 and prior years if the 
taxes or half of them were paid before March 1, 
1934.24 A rebate of 5 per cent on the delinquent 
taxes was allowed if paid before November 30, 1934 
At the following special session of the legislature 
the date during which the abatement applied was 
extended to May 31, 193475 and then to Novem- 
ber 30, 1934, but with interest of 10 per cent from 
May 31, if not paid before that date. 


In 1935 ?? the legislature provided for the abate- 
ment of penalties and interest on delinquent taxes 
for 1932 and prior years upon the payment of at least 
one-half the delinquent taxes before November 30, 
1935, and again granted a rebate of 5 per cent if all 
delinquent taxes of a year or longer period were paid 
before the November date. 


Similar legislation was passed in North Carolina 
in 1933. This act ** provided for the abatement of 
penalties and interest on taxes delinquent for 1927 
through 1931 with a discount of 10 per cent if these 
were paid before April 1, 1934. This was not re- 
enacted. 


Interesting legislation has been passed in California 
as well. In 1934 provision was made for the abate- 
ment of penalties on delinquent real estate upon the 
redemption of property sold to the state before July 
6, 1934, but with interest at 7 per cent per annum if 
redeemed before April 20, 1935.2 In 1935, the legis- 
lature provided for the redemption of property sold 
to the state before July 6, 1935, by payment of all 
delinquent taxes and current taxes and interest com- 
puted thereon at 7 per cent from July 1, 1934, but 
with all other penalties abated.*° 


Penalties were abated in Alabama for delinquent 
taxes of 1930 upon payment of the full tax before 
August 1, 1931, but with interest of 8 per cent from 
January 1, 1931. 


Permissive legislation was passed in Pennsylvania 
allowing the abatement of penalties upon suitable 
action by city councils. In the special session of 
1932, provision was made for the abatement of penal- 
ties on delinquent taxes paid before December 1, 
1932, whether or not liens had been filed.2?. In the 
regular session of 1933, provision was made for the 
abatement of penalties with the stipulation that 
the delinquent taxes be paid within three months 
from the date of the ordinance while the penalty 
unabated could not be less than interest of 6 per cent 
from the date of delinquency.** Philadelphia was 
permitted to abate all penalties, but not interest, on 


taxes for 1932 if they were paid in full by September 


30, 1934.84 In 1935 the legislature provided for the 
redemption of property sold to the county without 
penalties at the discretion of the county commis- 
sioners.35 





241933, Chap. 53. 

2% 1933, E. S. Chap. 51. 
6 1933, E. S. Chap. 51. 
7 1935, Chap. 166. 

8 1933, Chap. 181. 

2 1934, E. S. Chap. 6. 
% 1935, Chap. 313. 
311931, Act 157. 
321932 S. S. No. 56. 
33 1933, No. 75. 

% 1933, S. S. No. 8. 
35 1935, Act 356. 
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This legislation in the five states applied to prop- 
erty delinquent for taxes of a particular year or of 
several years, whether a lien had been filed or whether 
the property had been sold to the state. However 
varied the legislation was in its scope, its intent was 
to take the property from its status as delinquent 
and return it to the taxrolis for payment of current 
taxes in the following years. Sufficient valid criticism 
has been made by tax authorities on the inequality 
of this legislation as it affects the prompt taxpayer. 


Installment Payment 


NSTALLMENT payment of current taxes has 

been advocated as a device for reducing delin- 
quency. It is significant that of these eight states, 
four were permitting installment payments in 1930 
and the four others provided it during the last four 
years. Significant, too, is that in two states quarterly 
instead of semi-annual installments were provided. 

In California and Washington semi-annual in- 
stallments had been allowed before 1930. In Penn- 
sylvania, cities were given power to provide for 
payment in as many installments as they saw fit. 
While semi-annual installments had been provided 
in New Jersey before 1930, the legislature in 1933 
provided for quarterly payments.*® In 1931 the 
North Carolina legislature provided for the same 
quarterly installments.*7 In 1932, the payment of 
taxes in three installments was provided in Alabama,** 
while Massachusetts in 1933 provided for two equal 
payments.*® The legislature of South Carolina has 
provided for installment payments in virtually every 
county since 1930. Besides these regular installment 
payments, New Jersey in 1932 required all tax col- 
lectors to accept installments in amounts not less 
than $1.00,*° while Massachusetts, in 1933, permitted 
payment in installments of 10 per cent or not less 
than $10.41 Alabama in the same year required col- 
lectors to accept partial payments of 25 per cent at 
any time before the sale of the property *? while 
California in 1929 provided for the payment of the 
tax on a part of the property assessed.** 


Discount Allowances 


IVE states have allowed some form of discounts 
for prompt prepayment of taxes during the 
last five years. Provision for a 1 per cent discount 
upon payment of taxes two months before the tax 
was due was in effect in North Carolina and third 
class cities of Pennsylvania (all except Philadelphia, 
Pittsburgh, and Scranton) before 1930. North Caro- 
lina has allowed increased discounts up to 2 per cent. 
Of the other states, Washington made provision in 
1931 for a rebate of 3 per cent,** and then extended 
the discount for 60 days in 19334*° and 1935.4 
Temporary legislation affected the prepayment of 
taxes in Massachusetts for 1932,47 1933,4% and 1934,** 
- 1933, Chap. 266. 
7 1931, Chap. 402. 
» 1932, E. S. Act 281. 
*' 1933, Chap. 254. 
# 1932, No. 6. 
1 1933, No. 42. 
#1035, Act 194. 
31929, Chap. 422. 
#19314. Chao.. 113. 
$1933, Chap. 82. 
* 1935, Chap. 79. 
* 1932, Chap. 94. 
*$ 1933, Chap. 99. 
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in installments of 10 per cent, based on 90 per cent 
of the previous years’ levy. The act in 1932 granted 
interest of 1% of 1 per cent per month, while that in 
1933 granted 6 per cent per annum interest. Munic- 
ipalities in New Jersey *® were permitted to provide 
discounts of 6 per cent per annum in 1931, which were 
changed to 14 of 1 per cent per month the following 
year.°° 

Valid objections have been made by tax authori- 
ties to the use of discounts, but five of the eight 
states considered have provided for them. 


Permanent Redemption Changes 


ESIDES providing for extensions of the date of 
redemption of taxes for particular years, four 
of the eight states provided for permanent changes 
in their redemption laws, extending the time, re- 
ducing the penalties, and allowing partial redemption. 


South Carolina extended the period during which 
redemption was possible from six months to one year.°! 
Pennsylvania in 1935 reduced the penalty on redemp- 
tion from 25 per cent to 15 per cent ;°? while Alabama 
in 1932°* lowered the penalty from 15 per cent 
to 8 per cent, and in 1935 ** lowered it again to 6 per 
cent. This state also extended the period of redemp- 
tion of property sold to one other than the state 
from two years to three vears while the property 
sold to the state may be redeemed at any time before 
the title passes out of its possession.®> California 
charged flat penalties of 10 per cent if redeemed 
within one year; 20 per cent if redeemed within two 
years, etc., up to 50 per cent if redeemed within five 
years; 1 per cent per month for five years and % 
of 1 per cent per month thereafter.°° The redemption 
of a part of a piece of property sold to the state for 
delinquent taxes was permitted in several states. 
California ** and Massachusetts ** permitted this 
partial redemption in 1935; North Carolina * in 1931, 
and Alabama in 1933.°° 


Extension of Penalty Dates 


NOTHER significant trend of legislation in these 

eight states is the virtual lack of any temporary 
extension of the penalty or delinquent dates before 
these dates had passed. It is true that penalties 
were rescinded in many states for the taxes of 
particular years. But this legislation did not extend 
the dates for the payment of taxes before the penalty 
dates were reached. They were essentially legisla- 
tion to place delinquent property back on the tax 
rolls and not principally to aid the currently distressed 
owner. 


49 1931, No. 367. 
50 1932, No. 6. 
51 1932, No. 7 
521935, Act 241. 
53 1932, E. S. No. 19. 

541935, Act 194, Art. 8, Chap. 5, Sec. 269. 
55 1933, E. S. Act 77. 

56 1933, page 1565. 

57 1935, Chap. 404. 

58 1935, Chap. 354. 

59 1931, Chap. 83. 

©1933, E.. 3S. Act. 77. 
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During the last few years wholesale extension of 
the penalty dates has been made throughout the 
country. It has been possible to pay taxes of a given 
year several years later without a penalty being 
added. In view of the widespread temporary ex- 
tensions of penalty dates, it is significant that they 
are not found in the legislation of these eight states. 


California *' made on extension for sixty-one days 
of those taxes due in 1933, while only one state, 
South Carolina, has provided extension more than 
once. The penalty date for taxes of 1931" was 
extended to June 1, 1932; the date for 1933 taxes 
extended to June 1, 1933, and the date for 1934 
taxes extended to May 1, 1934." 


Penalties Lowered 


HE second type of legislation which has been 

prevalent in recent years is a lowering of the 
penalties of delinquency, passed in an effort to make 
it easier for the delinquent taxpayer to pay the bill 
although the penalty date had passed. Only two of 
the eight states passed laws affecting these provi- 
sions. Massachusetts © lowered the penalty for 
delinquency from 6 per cent to 5 per cent for those 
properties delinquent on November Ist. An addi- 
tional penalty of 2 per cent was lowered to 1% per 
cent for all taxes over $300.00 delinquent two months 
later. California “ was the only other state to lower 
the interest upon delinquency—changing the penal- 
ties from 10 per cent and 15 per cent to 8 per cent 
and 3 per cent, respectively. 


Other Provisions 


NLY two states gave political subdivisions the 
right to compromise delinquent tax bills and 
the penalties. Pennsylvania™ gave this power to 
the county commissioners if their action was con- 
firmed by a court of common pleas. New Jersey * 
granted the privilege to municipalities with the pro- 
vision that such a compromise figure should be paid 
within sixty days of the compromise agreement. 
When considering the year-end delinquency of tax 
collections of a particular state, the date the taxes 
are due and the date of delinquency are of great im- 
portance. Cities may have very good ultimate col- 
lections but if these are not made during the fiscal 
year they are somewhat handicapped. In Massa- 
chusetts, this change in the dates between which 
taxes might be paid has been of the most importance. 
Taxes are now due on June 14 whereas they had 
previously been due on October 1. This early due 
date has been perhaps the most important factor in 
recent year-end delinquencies of the cities of that 
state but the other alterations have been contributing 
factors. 





61 1933, page 1520. 
82 1932, page 1078. 
83 1933, No. 1155. 
% 1932, No. 1078. 
85 1935, Chap. 158. 
% 1933, page 1565. 
87 1933, Ne 229. 

68 1935, Chap. 119. 
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In order to make the temporary extensions of the 
redemption period more effective, California pro- 
hibited the resale by the state of delinquent property 
on several occasions. Pennsylvania granted courts 
the power to stay tax sales and provided additional 
legislation extending the date of sale of property 
for delinquent taxes. Foreclosure was extended 
three different years in Washington. 


Another effective form of legislation was the pro- 
vision in New Jersey for the appointment of a tax 
collector as the receiver of property upon which 
current installments were delinquent for six months. 
This has been a contributing factor to the success 
of New Jersey municipal tax collections in the last 
few years.*® 

It cannot be assumed that these temporary and 
permanent changes in the incentives and penalties 
of real property tax collection have been the sole 
factor in the unusual collection records of cities in 
these eight states. Peculiar local conditions have 
been influential in many of these cities. However, 
rather definite conclusions can be drawn if these 
recent changes have been of any influence in reducing 
delinquency as most observers are convinced they 
have been. 


In the first place, the amortization of delinquent 
taxes conditioned upon the prompt payment of cur- 
rent taxes does provide the necessary means for 
the payment of delinquent taxes by the owner in- 
terested in keeping his property. ‘To this end, the 
statutes providing for amortization have been success- 
ful. They have returned properties to the active tax 
rolls for current collections, provided for increased 
income to municipalities in the form of delinquent 
taxes and at the same time have aided the taxpayer 
whose financial condition was precarious in the early 
days of the depression. 


The abatement of penalties and in some states 
interest upon redemption has allowed redemption 
for the taxpayer who has strengthened materially his 
financial position in the last two or three years. 
While this legislation has been effective, the argu- 
ments against its inequity still stand. 


Other fundamental changes advocated by tax au- 
thorities are noticeable in these eight states—install- 
ment payment of current taxes, lowered redemption 
costs so that redemption is possible but penalties 
sufficiently high to make prompt payment desirable. 
The several provisions for discounts upon prepay- 
ment of taxes have been an important development. 
Noticeable by their absence have been the temporary 
extension of delinquent dates and lowering of penal- 
ties upon delinquency. 


This correlation between changes in the collection 
procedure and increased municipal tax collections in 
eight states has definite limitations because of the 
variety of provisions in the governing legislation, but 
the general similarity of the acts does indicate the 
trend of the effective changes. 
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Taxation of “Lower 
Bracket” Incomes 


Interesting comparison made between 
taxes in United States and Great Britain 





By H. ARNOLD STRANGMAN* 


URING the summer of 1935, when the bill 

which became the Revenue Act of 1935 was 

before Congress, there was a considerable 
amount of discussion as to the advisability of a 
reduction in the scale of incomes exempt from the 
Federal income tax. This appears to have been the 
“handwriting on the wall.” It is probably only a 
matter of time before the Federal income tax base 
will have to be broadened in order to secure ade- 
quate Federal revenue. 


The taxation of income as a means of producing 
Federal revenue is probably as equitable a method 
as any that can be devised, prov ided it entails con- 
tribution by the population only in proportion to the 
“ability to pay,” and that preferential treatment of 
any one class, group, or section of the population 
over that of another be excluded. “Income” con- 
stitutes the only really reliable and equitable yard- 
stick with which to measure the capacity of the 
population to contribute to the Federal revenue, for 
the reason that it is the only factor which is inex- 
orable in its limitation of the scope of a person’s 
activities. 

The determination of what constitutes “ability to 
pay” is not an easy matter. For instance, in the 
case of those earning small salaries or wages there 
would be a danger, if exemptions from income tax 
are made low, of aggravating what might be termed 
“occupational inequities,” in that the “white collar” 
worker must, as a rule, spend more of his income for 
ordinary living expenses than the “manual worker. 
\s a result of any reduction in the scale of incomes 
exempt from taxation, more hardship would be in- 
volved in the case of married persons with families, 
whose incomes come within the lower brackets, than 
upon single persons, or married persons without 
children. 

The provision allowing the “family man” a credit 
f $400 for each child under eighteen years of age 
is all right as far as it goes, but it does not go far 
enough. It does not take into consideration the 
fact that a boy or girl of eighteen, in the ordinary 
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course of events, is either in high school or college, 
from which time until the completion of his or her 
education, in most cases, the cost of maintenance is 
at its peak. Under present law, this situation is 
coincident with the discontinuation of the allowance, 
which does not inflict any considerable sacrifice upon 
one who has a large income, but does work a hard- 
ship where income lies within the lower brackets. 

The desirability of continuing the allowance for 
children until their education is completed has been 
recognized by Great Britain. The British regula- 
tions provide for a credit of 50 pounds ($250) for the 
first child, and 40 pounds? ($200) for each other 
child under sixteen years of age, or if over sixteen 
years of age and attending school or college full 
time. Broadly speaking, in Great Britain children 
complete their education at an earlier age than in 
the United States, the average age for completion of 
high school education being about sixteen or seven- 
teen, and the number of high school graduates that 
go on to universities or colleges is considerably less 
than in this country. 

In this connection, the idea is advanced that it 
would be more equitable to grade the credit for chil- 
dren according to age, for the reason that this factor 
is so closely related to the cost of their maintenance 
—somewhat as follows: 


i | sane ie ite ib eg Seek $400.00 
One to ten years of age ... 250.00 
Ten to sixteen years of age... . ed sete 300.00 


Sixteen years of age until cossiition of education 400.00 


A maximum income might be established of, say, 
$10,000, above which the credit would not be al- 
lowed. The full $400 credit in the year of birth of 
a child would compensate to some extent for the 
heavy expenses ordinarily attendant upon such an 
event. 

The matter of out-of-the-ordinary expenses in- 
curred for hospital, medical and dental services needs 

1This exemption was increased to £60, or approximately $300, by 


the changes in the British income tax announced by Neville Chamber- 
lain, Chancellor of the Exchequer, on April 21, 1936.—Ed. 
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consideration in relation to the matter of “ability 
to pay.” The fact is all too often lost sight of that, 
with the exception of people having only the very 
smallest incomes, free hospital, medical and dental 
services are not available, and the regular scale of 
charges must be paid. It is quite evident that in the 
case of a man with a small income who is so un- 
fortunate as to incur expenses for these services for 
himself or his family in amount of, say, $500 or $600 
in a year, his “ ability to pay” insofar as it related to 
income tax would be completely extinguished. 

In Great Britain “ability to pay” income tax is 
presumed to exist when a single person has an in- 
come in excess of 100 pounds ($500), or 125 pounds 
($625) if all earned, and when a married person has 
an income in excess of 150 pounds ($750), or 187 
pounds 10 shillings ($937.50) if all earned.’ 


Exemptions Compared 


It is interesting to compare the maximum incomes 
exempt from taxation in the United States with those 
in Great Britain. For example, a married person 
with two children having an earned income up to 
$3,667 is exempt from taxation in the United States 
as follows: * 








Total income $3,667 
Credits 
Personal exemption $2,500 
Children . 800 
Earned income 
10 per cent of $3,667 367 3,667 
Balance subject to taxation None 


In Great Britain, however, a married person with 


two children is exempt from taxation on earned 
income only up to $1,500, as follows, viz.: 
Total income $1,500 
Credits ' 2 
Personal exemption ' $750 
Children—Ist child 250 
2nd child .. 200 
Earned income— ; 
20 per cent of $1,500 300 1,500 
Jalance subject to taxation None 


The following table reflects comparisons of maxi- 
mum income which is exempt for different classes 
of taxpayers in the United States and in Great 
Britain, based upon incomes which are all earned: 


United Great 

States Britain 
Earned Income Credit 10 per cent 20 per cent 
Single person $1,111 $ 625 
Married person 2.777 938 
Married person with one child 3,222 1,250 
Married person with two children. 3,667 1,500 
Married person with three children 4,111 1,750 
Married person with four children 4,555 2,000 


In the case of incomes arising from sources classi- 
fied as “unearned,” such as dividends, interest, etc., 
the earned income credit is not allowed in Great 
Britain. In the United States, however, all income 
is allowed to be regarded as “earned income” regard- 


2 Pin the income tax changes announced by the Chancellor of the 
Pet Road on April 21, an increase of £10 is made in the marriage 
exemption.—Eb. 


3 These comparisons are based upon the British law prior to the recent 
changes.—Enp. 
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less of its source up to $3,000. In the following 
table comparing maximum unearned incomes ex- 
empt from taxation, the earned income credit is dis- 
regarded : 


United Great 

States Britain 
Single person $1,000 $ 500 
Married person .. 2,500 750 
Married person with one child 2,900 1,000 
Married person with two children. 3,300 1,200 
Married person with three children 3,700 1,400 
Married person with four children 4,100 1,600 


In other words, ability to pay income tax is pre- 
sumed to exist on all incomes in excess of those 
enumerated in the preceding tables. It will be noted 
that even if 50 per cent were to be added to the 
British scale, to compensate for the lower cost of 
living in Great Britain, the scale of income subject 
to taxation would still be considerably lower than 
that obtaining in the United States. 

The following table, showing the difference in 
revenue sources in the United States and Great 
Britain, has been compiled from data contained in 
the “Summary of the British Tax System” prepared 
by Messrs. Roswell Magill, L. H. Parker and Eldon 
P. King: 


Item 
—— United States—— —-— Great Britain 
Percentage Percentage 
of total Amount of total Amount 
national (Million national (Millio: 
income dollars) income dollars) 
National government _ re- 
ceipts from taxes, cus- 
toms, etc. for the year 
1933/34: 
Income tax and surtax 31.3 $935 41.2 $1,408 
Customs 12.0 358 26.2 895 
Excise 49.9 1,490 15.6 535 
Death duties (and gift tax) 1.3 128 12.5 426 
Stamp taxes and miscel- 
laneous 2:5 75 4.5 153 
100.0 100.0 


‘Total national revenue for 
the year 1933/34 $2,986 $3,417 
Total local government re- 
ceipts from taxes for the 
year 1933/34 6,416 1,142 


Total tax collections—na- 
tional government = and 
local governments $9,401 $4,559 





Per Capita Collections 


United Great 

States Britain 

National income tax and surtax $7.48 $31.33 

Total national revenue 23.88 75.9 

Local government taxes 51.33 25.38 
Total tax collections (national government and local 

governments) : 75.20 101.31 


The average taxpayer in Great Britain is subject 
to only two direct taxes, the national income tax 
and surtax and the local “rates,” which are taxes 
levied upon the ratable value of real property, 1. €., 
the annual rental value, less deductions for repairs, 
maintenance and insurance. 


That the taxation of incomes of the 


“working 
” 
classes 


in Great Britain is a definitely established 
and intentional policy is indicated by the fact that 
during the past thirteen years the standard rate of 
the income tax has been reduced from 6 shillings 
in the pound to 4 shillings and 6 pence in the pound, 
or from 30 per cent to 221, per cent ; and other reduc- 
tions also have been made, e. g., last year the “re- 
duced rate allowance” was decreased from 2 shillings 
and 3 pence in the pound (11% per cent) on the 
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first 175 pounds ($875) of “taxable income” to 1 
shilling and 6 pence in the pound (7% per cent) on 
the first 135 pounds ($675) of “taxable income.” But 
the low scale of incomes exempt from taxation has 
not been increased. Of course, the British taxpayer 
is not subject to any sales tax or “local” income 
tax as is the taxpayer in the United States, where 
a majority of the states has either some sort of sales 
tax, or income tax, or both.‘ 

On behalf of the British tax policy it might be 
claimed that there is an indirect beneficial result 
arising from the taxation of the income of the work- 
ing classes, in that the majority of the “working 
population,” rich and poor alike, being income-tax- 
payers, all contribute directly to the national revenue 
in proportion to their respective capacities. The 
little fellow, it is argued, acquires a certain dignity, 
tending to create in him a realization that he too 
“belongs,” so to speak, to the “national family,” and, 
as an income-taxpayer he is more likely than not 
to follow the manner in which the national revenue 
is expended with considerably greater interest than 
would be the case had he not made his contribution 
thereto. However that may be, it seems safe to say 
that the greater the number of people who take an 
intelligent personal interest in national finances, the 
hetter it is for the country as a whole in the long 
run. It is a curious trait of human nature that the 
average person is more apt to value something for 
which he has to pay or put forth effort than if he 
acquires it without cost or with little or no effort. 

The following examples are presented in an at- 
tempt to illustrate the difference in national and 
local direct taxation between the United States and 
Great Britain: 


‘ However, similar in effect to sales taxes in the United States are 
certain duties on commodities of general use, as, for example, the duty 
on tea, which in the recently announced Budget is increased 1 pence 
to 2 pence per pound for empire tea and from 4 pence to 6 pence per 
pound for foreign tea.—Eb. 





5 Computation of British Income Tax: 
otal Income ane ; eee £400 
Allowances— : 
Earned Income (1/5th of £400) £ 80 
Personal Exemption (Married).. 150 230 


Taxable Income - £170 


£135 @ 1/6d in the pound (reduced 


rate) = 10. 2:6 
35 @ 4/6d 1n the pound (standard 
rate) ne 7.17.6 


Tax Payable on £170 £18. 0.0 ($90.00) 


5 The United States ‘local tax’ is computed on the basis of $3 pet 
$100 of ‘“tassessed valuation”’ on furniture. 


* Computation of British Income Tax: 
Salary ‘ £400 
House—Gross annual value. £ 75 

Less — Statutory allow- 
ance forrepairs (1/5th) 15 60 


Total Income £460 
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Example 1 


MARRIED MAN WITH SALARY OF $2,000 (£400): RENTS HIS 
HOUSE, BUT OWNS FURNITURE HAVING AN 
ASSESSED VALUATION OF $500. 











United Great 

Dax States Britain 

Income tax ...... Pere . “None $90.00 ° 
Local tax .... ee .. $15.00° None 
eee Oe a. oo $90.00 











Example 2 


MARRIED MAN WITH SALARY OF $2,000 (£400); OWNS HIS 
HOUSE (ASSESSED VALUATION $5,000)—RATABLE 
VALUE £60; AND FURNITURE (APPRAISED 
VALUATION $500). 














United Great 

Tax States Britain 
Income tax os $157.50? 
(Pore ib), a ee re $165.00 * $150.00 ° 

TN i, hs Vat hs ee we ... $165.00 $307.50 








Example 3 


SINGLE MAN WITH EARNED INCOME OF $1000 (£200): 
OWNS NO REAL OR PERSONAL PROPERTY. 














“ United Great 

Tax States Britain 
Income tax a piotiee JORIS $22.50 *° 
PGI os oe ae bon None None 

Oil oat a Seetie Aceacenuet Pan ayel None $22.50 





In 1934 the total local taxes collected in Great 
Britain amounted to approximately 50 per cent of 
the “ratable value” of property, indicating an aver- 
age “rate” of 10 shillings in the pound. 








Allowances— 
Earned Income (1/5th) 
Of £400). ...nk5 sis £ 80 
Personal Exemption 
(Bbaswied) -.......65.5- 150 230 


Taxable Income ... £230 


£135 @ 1/6d in the pound 
(reduced rate) 5 £10. 2.6 
95 @ 4/6d in the pound 
(standard rate) ... 2A. 76 


Tax Payableon £230 £31.10.0 ($157.50) 


* The United States “local tax” is computed on the basis of $3 per 
$100 of “assessed valuation” on house, $5,000; furniture, $500. 

In estimating the “ratable value” of the house, 6 per cent of the 
“‘assessed valuation” is used (6 per cent of $5,000—$300 (£60)). 


*“Ratable value’ of the house (£60 @ 10 shillings in the pound 
(50 per cent)) amounts to £30, or $150. 


10 Computation of British Income Tax: 
Income Ay POET UES pe £200 
Allowances: 
Earned Income (1/5th of £200) £40 
Personal Exemption (Single) 100 140 


Taxable Income £60 


£60 @ 1/6d in the pound (reduced 


rate) £4.10.0 ($22.50) 




























































































































































































































































































































































































































































































































































































































































By EDWIN S. TODD* 


An Ideal Tax System 


A comprehensive analysis of requisites of 
a tax system suited to the existing com- 
plex economic and social organization 





HE problem undertaken in this article is to 

discover, if possible, the fundamental principles 

upon which an ideal tax system may be con- 
structed. In our search for these principles we must 
recognize the fact that the ex cpression “ideal tax sys- 
tem” is a relative one. Obviously, it would be im- 
possible to construct a tax system which would apply 
unchanged to the economic conditions in and the 
fiscal needs of states or local communities in differ- 
ent stages of industrial development. Likewise, it 
would be impossible to erect a tax system that would 
meet the needs of the same state or community in 
the successive periods of its economic and social 
growth. A tax system that may have been perfectly 
adapted to the needs of a people in one stage of in- 
dustrial and social development may be entirely 
unfitted to serve another generation. For example, 
the old general property tax, which aimed to tax all 
property at a uniform rate, was well fitted to serve 
the fiscal needs of the older American states in the 
early stages of their economic development, because 
property consisted largely of realty and tangible 
personalty; but the same system is entirely inade- 
quate to meet the needs of the complex economic 
structure of the present day. By the same token, a 
tax system eminently suited to meet the needs of 
the present age will undoubtedly have to be modi- 
fied to meet the needs of generations to come. For 
us, then, the term “ideal tax system” connotes a tax 
structure that is in complete harmony with the pres- 
ent economic, industrial, and social organization. 


I. Why We Pay Taxes 


HE foundation principle upon which all taxation 

rests can be expressed in the statement that 
every citizen, and every species of property poten- 
tially or actually productive, so far as it may be 
compatible with economical tax administration, 
should directly or indirectly contribute to the sup- 
port of all grades of government, Federal, state, and 
local. We might amplify this statement in regard 
to property by stating that no species of property 


* Professor of Public Finance, Miami University. 








should be taxed directly unless the ownership of 
that property indicates ability to pay taxes. For 
example, it is the general opinion that household 
goods should be exempt from direct taxation inas 
much as the possession of that type of property has 
no relation either to the moral obligation or the abil- 
ity to support government. Likewise, intangible 
property cannot be taxed by direct methods. Prop- 
erty in real estate can be taxed directly; but taxes 
on intangible property yield greater revenues and 
result in greater equity among owners of intangibles 
when the levy is made indirectly through a tax on 
incomes arising from the possession of such prop 
erty. In regard to persons, we may amplify our 
initial proposition by stating that every person 
should be directly taxed on property or income, at 
least to the point where the tax yield is equal to the 
cost of tax administration and collection. In other 
words, the duty to support government is universal ; 
consequently, the greater the number of people 
brought into the tax field, the greater will be the 
“tax consciousness” which will manifest itself in a 
more lively interest in public expenditures and in 
public fiscal administration. 

The fundamental problem of justice in taxation— 
that is, why the obligation to pay taxes is universal 
—has occupied the minds of generations of political 
and economic theorists. Without going into the de 
tailed history of the various theories that have been 
proposed we may make the general statement that 
modern notions of justice in taxation depend upon 
the concepts held in regard to the nature of the state 
and the relations of citizens to the state and to one 
another within the state. For the purposes of our 
discussion we may note four classes of theorists: 


In the first place, there are those who look upon the | 


relation between the state and the citizen as similar 
to that existing between seller and buyer. Second, 
there is a very large class, even in our day, that holds 
to the notion that every citizen is the recipient of 
benefits from the state for which he pays in propor- 
tion to the benefits or protection received. Third is 
the group that looks upon taxation as a necessary 
and convenient means for bringing about a redistri- 
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bution of wealth. Fourth is the group that regards 
a tax as a contribution for the support of the state 
and levied in accordance with the ability of each 
citizen to pay. Let us examine these theories in 
detail. 


1. The Buyer and Seller Theory 


We often hear it said that each citizen in the state 
buys the services of government and that he pays 
the equivalent of the cost of those services. It is 
true that each citizen does pay for certain specific 
public services, but it is not true in regard to the 
general services rendered by the government. For 
example, one buys a postage stamp or a hunting li- 
cense; or one pays the cost of recording deeds or 
mortgages; or one pays for water or electric light 
service; but these payments, while compulsory, are 
not true taxes. In the case of the water or electric 
light service, or the postage stamp, the payments 
partake of the nature of prices due to the assump- 
tion by the government of the business functions 
formerly exercised by individuals; and in the case of 
the recording of deeds and mortgages, the payments 
partake of the nature of fees which ordinarily cor- 
respond to the administrative cost of the service 
rendered. 


It would be difficult, however, to prove that one 
buys those general governmental services which are 
paid through the imposition of general tax rates. 
For example, one does not “buy” public school edu- 
cation or public highways or parks or health serv- 
ices. The difficulties involved in the notion that the 
government or the community “sells” these general 
services to citizen buyers are well brought out by 
Professor H. C. Adams, who says: “It (the seller- 
buyer notion) implies, for example that the state is 
something separate from the body of citizens, and 
does not fit itself readily to the conception that the 
state is the body of people organized for govern- 
mental purposes. It implies, in the second place, 
that the citizen is at liberty to refuse the services 
offered by the government, and by refusing is able 
to escape the necessity of making payments. It im- 
plies, in the third place, that the relative duty of 
citizens to make payment for the support of gov- 
ernment is in proportion to the expense which they 
occasion.” ! We must therefore discard this quid pro 
quo explanation of the justice of taxation because 
it is incomplete and because it does not conform to 
the facts observed in every day experience. 


2. The Protection or Benefit Theory 


One of the earlier theories of justice in taxation 
and one that still persists in the popular mind is that 
taxes are paid for benefits or protection received. 
This theory differs from the one just described in 
that it does not regard tax payments as equivalent 
to the costs of community services, but rather looks 
upon a tax as a payment for governmental advan- 
tages received. Many of the earlier exponents of 
this theory looked upon a tax as a sort of insurance 
premium; that is to say, the government is as it 
were an insurance company, entering into a contract 
with each citizen to protect his property in return 


'H. C, Adams, Public Finance, p. 299, 
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for a premium in the form of a tax to meet the cost 
of protection. 

The chief criticism of the theory of special benefit 
or protection is that it does not square with the 
facts; indeed, if it were literally applied, the result 
would be gross inequity among classes of taxpayers 
and the inhibition of the power of the state to con- 
serve the public welfare. In the first place, the the- 
ory ignores the nature of the modern state. The 
state is not an organization entirely separate and 
apart from individuals; neither does the government 
make a contract with individuals, but the state is 
made up of the aggregate of individuals and its mod- 
ern functions are far more extensive than the mere 
protection of the property of citizens. In the second 
place, the theory fails as an explanation of the va- 
riety of taxes that have in large measure supplanted 
the old general property taxes. For example, it 
would be extremely difficult to explain the existence 
of progressive income or inheritance or sales taxes 
on the assumption that the citizen who pays more 
receives greater benefits or protection. A few ex- 
amples will show clearly how the benefit or protec- 
tion fails in its practical application to justify the 
varied public functions of our day: 

First, let us consider the function of public school 
education. If every social group which preferred 
to organize a private school for its own benefit, 
or if every individual who had no children in a 
public school, should demand freedom from taxation 
for the support of a public school system on the 
ground that no special benefit had been received, 
there would be confusion worse confounded in the 
attempts of the state to ensure the welfare of the 
state and to perpetuate its existence through the 
setting up of a system of public education. In fact, 
the state does not set up a system of public educa- 
tion primarily for the benefit of the individual but 
because an intelligent citizenship is a means of con- 
serving and promoting the public welfare. Sec- 
ond, it would be impossible to justify taxation for 
purposes of establishing public parks, libraries, mu- 
seums, etc. Inasmuch as the relatively poor receive 
more benefit than the rich from state expenditures 
for these purposes, they would be taxed more heav- 
ily for the benefits received. The mere statement of 
this proposition carries with it its refutation. 
Third, the theory of special protection, carried to its 
logical conclusion, would lead to manifest absurdi- 
ties and inequities as, for example, in the case of 
local fire or police protection. It must be pointed 
out again that there are certain specific services that 
the state, acting as a unit or through one of its 
political agencies, ostensibly renders for the protec- 
tion of the individual, such as the recording of a 
deed or a mortgage or the granting of licenses to do 
or to be; but the payments for such services are not 
taxes but fees or license charges. In these specific 
cases we can measure the benefit to the individual, 
but we are now dealing with cases which do not 
involve real taxation. 


3. Wealth Diffusion Theories 


The advocates of the various theories of wealth 
diffusion have substantially similar notions. They 
either expressly declare or indirectly imply that one 
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of the primary purposes of taxation should be the 
amelioration of economic conditions through a more 
equal distribution of wealth to the end that all citi- 
zens shall be substantially on the same economic 
basis. One of the variations of these theories is that 
of the German economist, Adolph Wagner, who ad- 
vocated what has been known as the socio-political 
theory of taxation. According to Wagner, the treat- 
ment of public fiscal problems involves far more 
than the raising of sufficient revenues to meet public 
needs. Since the state exercises directly or indi- 
rectly a vast influence upon the distribution of 
wealth by the kinds of taxation it adopts and by the 
Way in which it spends its revenues, it must, in jus- 
tice, so order its expenditures and its tax system as 
to remove or inhibit economic and social evils which 
now make for gross inequalities among the citizens 
of the state. It follows logically, therefore, that the 
state should use the machinery of taxation not only 
for the purpose of providing adequate revenues, but 
also for the purpose of bringing about a more equi- 
table distribution of wealth. Thus Wagner would 
permit the exemption from taxation of persons with 
small incomes, especially incomes derived from la- 
bor; while he would demand progressive taxation 
of larger incomes, placing the heaviest tax burden 
upon funded incomes. 

Whether or not Wagner’s socio-political theory 
may be called socialistic, there can be no doubt that 
it is the starting point for many purely socialistic 
theories of justice in taxation. The socialists base 
their ideas of justice in taxation on the fundamental 
concept that the present so-called capitalistic system 
is economically inequitable and ethically unjust. 
They would therefore use taxation machinery pri- 
marily for the specific purpose of social readjust- 
ments and control. A few socialistic thinkers fortify 
this notion with the argument that the state is un- 
consciously a partner in creating conditions whereby 
a large group of citizens are fav rored by fortune, and, 
therefore, that the state should remedy this situation 
through heavy taxation. 


All of these wealth diffusion theories are unten- 
able from the standpoint of the political scientist and 
the public financier. However desirable it may be 
for the state to legislate under the general police 
power for the breaking up of large fortunes and the 
amelioration of social conditions, in my opinion the 
taxing power should never be used for such pur- 
poses. The taxing power must not be confused with 
the police power. The taxing power should be exer- 
cised solely for the securing of sufficient revenues to 
enable the state to carry on the functions necessary 
to its welfare and perpetuity, and to enable it to do 
what individual citizens cannot do for themselves. 
Of course, the exercise of the taxing power may and 
frequently does effect changes in the industrial and 
social organization, but these results are mere by- 
products incidental to the functioning of that power. 
On the other hand, the police power exists for the 
purpose of conserving the common welfare. Illus- 
trations may be found in pure food legislation, and 
in laws respecting sanitation, city zoning, building 
construction, and the devising of property through 
wills. The police power is ample to secure the ame- 
lioration of social and economic conditions without 
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using the taxing power as an auxiliary. For exam- 
ple, if it is considered to be against public policy to 
permit the perpetuation of large estates, the states 
now have the power to limit the rights of citizens 
in devising property or in creating trusts for the 
purpose of perpetuating an estate. The public finan- 
cier contends, therefore, that there is no merit in 
the use of the taxing power to ameliorate social 
conditions, but that the best interests of the state 
are conserved when the taxing power is used for 
one purpose only, namely, revenue. 


4. The Ability to Pay Theory 


During recent years, many students of taxation 
have stressed the so-called ability to pay principle; 
but the theory as interpreted by many recent popu- 
lar writers on finance is not tenable. We do not 
pay taxes merely because we are able to pay. For 
example, it is not logical to assert that, merely be- 

cause one citizen has an income of $10, (000 and an- 
other has one of $50,000, either one should pay taxes. 
In fact, the ability to pay theory does not at all 
explain the fundamental reason why we should pay 
taxes; but it does have a logical place in determining 
the extent to which one should pay taxes, and in 
explaining why one citizen should pay more than 


another. We shall try to elaborate this point under 
the succeeding topic. 


5. Why We Pay Taxes 


A valid exposition of the real reasons for paying 
taxes can be found only through an examination of 
the state itself and of the measures that the state 
must take in order to ensure its welfare and to per- 
petuate its existence. In the first place, state and 
government must be carefully distinguished. The 
state is the whole body of people organized for po- 
litical purposes, while the government of the state 
is the machinery by which the state functions. The 
state—that is, the people collectively—must func- 
tion in order to satisfy those common wants which 
contribute to the common welfare. This concept 
of the state and of its functions implies, as well stated 
by Professor Adams, a sense of organic unity in the 
collective body and of interdependence among the 
citizens of a state and a consciousness of common 
rights and common obligations.2, The concept fur- 
ther implies that the individual is an integral part 
of the state and that he, to an increasing degree, 
realizes his individuality because the state exists. 
The ultimate objective of the state then, in all legis- 
lation, is not primarily the welfare of the individual 
but the welfare of the collective body. This objec- 
tive, however, paradoxical as it may seem, can only 
be secured through ensuring the welfare of the indi- 
vidual for the scriptural reason that if any member 
of the social body suffers, the whole body suffers. 

With these fundamental propositions in mind, we 
can more readily see the merits in each of the the- 
ories we have discussed; and we can more readily 
understand how each one fits into the general pic- 
ture. The state, for example, looking to the welfare 
and the perpetuity of the whole body of people, 
establishes a svstem of free public school education. 


2H. c. Adams, Public Finance, p. 301. 
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If now the argument is at all valid that a free public 
school system does contribute to the well being of 
the state, it must logically follow that every indi- 
vidual in the state is benefited. An individual citizen 
may elect to send his children to a private school; 
but, nevertheless, he partakes of the common bene- 
fits arising from free public education. Likewise, 
some social group may establish a private school, 
provided, of course, this private organization does 
not come into conflict with the fundamental objects 
of the state in erecting a public school system; but, 
again, this proposition does not invalidate the notion 
that the group does receive a general benefit from 
the system of public education. 


In seeking to promote its welfare through the 
erection of a public school system, the state naturally 
finds it necessary to secure funds to meet the costs 
of public schools, and it can secure these funds only 
through compulsory contributions from all citizens 
of the state. Every citizen, therefore, does pay for 
the benefit arising from the setting up of a public 
school system, just as he pays for other species of 
general protection and benefit afforded by organized 
society ; but he partakes of, and pays for, the general 
benefits and the general protection arising from the 
exercise of public functions which are necessary to 
enable the state to exist, and which, paradoxically, 
are necessary to enable him to exist and to function 
completely as a citizen. No individual, therefore, 
nor any social group can escape the common obliga- 
tion to support every agency established by the state 
for the common good. Here, then, we have the 
fundamental reason why we pay taxes. Our con- 
clusions, as stated by Professor Adams, “are bound 
up in the assumption that a tax is a contribution 
from the citizen to the support of the state, and not 
‘price paid by him for specific service rendered or 
a compensation allowed by him for benefits received. 
This theory rests upon the assumption that society 
is organic in structure. It may further be assumed 
that this word ‘contribution,’ when used to charac- 
terize the non-commercial payments from a citizen 
to the state, implies certain established relations 
between citizens who together make up the state. 
Since government is the agency of the whole people, 
and is established for the purpose of rendering a 
common service, it follows that a payment from a 
citizen to its support must be in proportion to some 
accepted rule of equity and justice.”* 


6. The Measure of the Tax Obligation 


We are now in a position to set up a standard by 
which we may measure the extent of one’s obligation 
to pay taxes. Every one should contribute in ac- 
cordance with his ability or faculty to pay. It is not, 
after all, a very far-fetched notion nor does it require 
any great stretch of the imagination to liken a people 
organized as the state to a church congregation. In 
a religious congregation, each member is urged to 
give “as the Lord has prospered him”; but each 
member in our day is left to use his own judgment 
as to how much he has prospered. In the state, 
every one is obligated to pay “as the Lord has pros- 
pered him”; but, of necessity, the state itself must 


3 Ibid., p. 302. 
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set up norms or standards of individual ability to 
pay. These common standards or norms will nat- 
urally differ in different states and communities, de- 
pending upon the stage of industrial and economic 
development in which a state may find itself. A 
century ago, for example, property in real estate was 
a common and just criterion of taxable ability, be- 
cause all property owners were on a common basis 
of substantial equality. The possession of property, 
however, has long since ceased to be the sole crite- 
rion of taxable ability. The growth of intangible 
property in amount and complexity and the growth 
in numbers of a non-property owning, salaried class 
have compelled us to set up a new standard in order 
to reach all taxable ability. We have found such a 
criterion in income—income from property, from 
personal services, and from business enterprises. In 
so far as intangible property is concerned, we come 
nearer to reaching taxable ability when we tax own- 
ers of intangibles on the income arising therefrom 
rather than on the property itself. In the case of 
real property, it may be preferable, as in Great Brit- 
ain, to tax the rental value of land rather than the 
capital value, but in the United States we are forced 
for practical reasons to continue the use of the capi- 
tal value of real estate as one of the primary bases 
of taxation, and shall be compelled to use it for 
many years to come. 


It is also probable that income from inheritance 
constitutes a measure of ability to pay. We may 
accept Professor Seligman’s conclusion on this point: 

If we grant that the basis of taxation is the faculty of the 
individual, it is evident that any addition by inheritance to 
the wealth of the individual increases his ability to pay. 
If we grant that the best test of faculty is the revenue of 
the individual, it is clear that this accretion to his revenue 
1S Of a peculiar character. Income, as the term is com- 
monly employed, denotes a regular periodic return; but 
an inheritance is irregular, a spasmodic, a chance return. 
In a logical income tax there is no room for such acci- 
dental or fortuitous revenues. Yet they clearly add to the 
ability of the individual, just as the chance gains from 
speculation undoubtedly increase the faculty of the tax- 
payer.’ 

Are there any other standards by which to deter- 
mine taxable ability than by income? How are we 
to justify the taxation of automobiles, of gasoline, 
of general consumption goods? Can these tax bur- 
dens be adjusted according to ability or faculty? 
In the case of gasoline, and possibly in the case of 
automobile registration taxes, the tax burdens are 
justified on the score of some sort of special benefit 
received from the use of good roads. In the case 
of general consumption taxes, it would be practi- 
cally impossible to set up a standard of ability to 
pay. The only possible excuse for such indirect 
taxes is that they may bring into the tax field 
social group not affected by direct taxation. 


Considered from another angle, the citizen’s moral 
obligation to support the state may connote pay- 
ments of taxes in proportion to the value of his 
property or income; or it may connote payment at 
a disproportionate rate, the rate rising with every 
increase in the value of property or amount of in- 
come. Quite generally, for practical purposes, taxes 
on real property are levied proportionately at a rate 


4E. R. A. Seligman, Essays in Taxation, 9th ed., p. 134. 
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common to all citizens in the same fiscal jurisdiction. 
Likewise, indirect consumption taxes, by their very 
nature, are not subject to progressive rates. On the 
other hand, it is the common practice the world over 
to levy taxes on incomes and inheritances at dis- 
proportionate or progressive rates. The justification 
for progressive rates of taxation can be found in our 
explanation of the nature of the state and of the 
relation of citizens to one another in the state. 
While students of fiscal science and of ethics are 
by no means agreed that we can find an ethical or 
moral basis for disproportionate rates, nevertheless 
taxation at progressive rates is the fixed common 
practice among the nations of the world; and the 
practice is based on the exceedingly popular notion 
that those who have more should contribute more. 
We shall leave it to the philosophers to judge 
whether this common feeling constitutes a moral or 
ethical justification for progression in tax rates; our 
only final comment is that we must reckon with 
progression as a permanent fixture in income and 
inheritance taxes, and that the only thing that the 
public financier can do about it is to insist that rates 
shall be high enough to meet revenue needs, but no 
higher, and to adjust the rates so as to ensure the 
largest measure of equity to every citizen in the 
state. 

There is a third point of view in regard to setting 
up a measure of ability to pay taxes, namely, the 
relation between sources of income and ability to 
pay. It has become a common custom in recent 
years to make a distinction between earned and un- 
earned incomes. Income from personal efforts, in- 
volving mental or physical labor, is generally anued 
“earned,” while income from any kind of real or 
personal property, tangible or intangible, is consid- 
ered “unearned.” The United States Congress has 
gone so far as to make an arbitrary distinction in 
incomes arising from personal services, and has 
placed all incomes above a designated sum in the 
“unearned” c category and taxes them at higher rates 
than those on “earned” incomes. Is there any justi- 
fication for such a discrimination? Professor Lutz 
contends that in the strict economic sense the two 
kinds of revenue do not stand on the same footing, 
because: “The continuance of property income does 
not depend upon the maintenance of health, strength, 
or employment, nor is there the same pressure upon 
its recipient to accumulate for the future, or against 
the time of poor health or lost industrial oppor- 
tunity. All of this is summed up in the expression 
that property income denotes a greater ability to pay 
than personal service income.’ 

While this conclusion is in keeping with popular 
notions in respect to the accumulation of property, 
it ignores entirely the other side of the question. In 
the first place, the conclusion is built on premises 
that do not square up with the facts in the case. 
While it is true that many large incomes are derived 
from the possession of property coming to the owner 
through inheritance or through other fortuitous cir- 
cumstances, we are ignoring the fact that the great 
mass of property rights has been accumulated 
against the time of poor health or old age or lost 


OH. L. Luts, Public Finance, p. 307. 
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industrial opportunity. In the second place, there is 
no logical or ethical reason in practical experience to 
classify the great mass of incomes as earned and 
unearned. And in the third place, the conclusion of 
the argument is faulty in that property income in 
the great majority of instances does not connote 
greater ability to pay. An illustration will be more 
effective to prove these propositions than any theo 
retical discussion. Here is a typical instance: <A 
husband and wife start out in life with nothing but 
the wage or salary of the breadwinner. During the 
course of the years, the wage or salary is called 
“earned.” But a portion of the income is set aside 
each year to provide for the exigencies of death, old 
age, or permanent disability. Suppose now that the 
amounts saved are put into life insurance to provide 
for a life annuity after reaching a certain age, would 
we call the resulting annuity “unearned”? Obvi 
ously not. But suppose now that the savings are 
transformed into a home or into government bonds, 
is the resulting income “ unearned” ? Obviously not. 
To call the resulting income “unearned” and to treat 
it differently from other income would be ethically 
unjust because the recipient of the income may be 
less able to pay than he was when he received a wage 
or salary. We can make our argument stronger by 
another typical illustration: A husband and wife, 
through years of sacrifice, accumulate an amount of 
property against the “rainy day to come.” The 
breadwinner dies leaving the survivor dependent 
upon property income alone. Is it now ethically 
just to declare that the survivor enjoys an “unearned” 
income? Obviously not. To call that income “un- 
earned” and to tax it accordingly is a mockery of 
ability to pay and subversive of habits of thrift. 
From the point of view of practical experience, there- 
fore, we are warranted in drawing the conclusion 
that the attempt to segregate earned and unearned 
incomes is contrary to good public policy and to 
principles of justice in taxation. 


II. Principles Underlying a Tax System 


UR second problem is to discover the specific 
principles on which the tax system of a state 
must be constructed if we are to conserve the general 
principle that every person and every species of 
property shall contribute to the support of govern- 
ment. The following principles are offered for con 
sideration and discussion. 


1. Uniformity 


Taxes should be uniform for groups of tax sub 
jects of like economic character. Uniformity does 
not preclude the classification of property or income 
for purposes of taxation, nor does it exclude pro- 
gressive rates. Uniformity simply implies that we 
shall apply similar treatment to property of like 
capacity to pay. This principle is so obvious that it 
seems scarcely worthy of extended discussion ; but, 
uniformity is even yet lacking to a great degree i in 
the tax systems of the American states, especially 
those states still operating under the old general 
property tax. Real estate, for example, even in the 
same local jurisdiction, is not uniformly assessed, 
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owing to the existence of haphazard methods of 
assessments. Uniformity, on the other hand, con- 
notes the careful classification and the systematic 
assessment of property and income. 


2. Equity 


A tax should be equitable to all subjects of taxa- 
tion. Equity in taxation can be achieved when every 
citizen contributes to the support of government 
directly or indirectly and when no favoritism is 
shown to any social or economic group, or to any 
individual within a group. Equity, therefore, im- 
plies that neither property nor income should be 
exempt from taxation, unless it can be clearly proved 
that a purely public interest is involved in such 
exemption. Undoubtedly, one of the serious prob- 
lems in taxation in the American states today is the 
ever increasing attempts to escape taxation through 
special class legislation. The evil has grown until 
it has led to the grossest kind of inequity among 
the subjects of taxation. 


3. The Incidence of a Tax 


A tax should be so constructed, that, in so far as 
possible, the tax burden will fall on the property or 
persons intended to bear it. 


4. Double Taxation 


Neither the same property nor the same income 
should be taxed twice, under the same name or dif- 
ferent names, by the same tax jurisdiction or by 
competing jurisdictions. We must understand 
clearly the connotation of the term “double taxation” 
in the real sense. We can see clearly that the taxa- 
tion of the same person or property for municipal, 
county, and state purposes does not constitute dou- 
ble taxation in the real sense, inasmuch as these local 
jurisdictions are convenient administrative subdivi- 
sions of the state for carrying on state functions. 
There is, therefore, no inherent injustice in such 
taxation. By the same token, although superficially 
it may not be so easy to see, there is not double 
taxation or, at least, there is no injustice in taxation, 
when the Federal Government adds its tax burden 
to that of the state and local jurisdictions, for the 
reason that every citizen has just as real an obliga- 
tion to support both the state and Federal govern- 
ments as he has to support local government. It 
may be expedient to assign different sources of reve- 
nue to the state and Federal governments, but there 
is no inherent injustice in the use of the same tax 
fields by both jurisdictions. True double taxation, 
that is, taxation which must be condemned because 
of the inherent inequity and injustice involved, arises 
in cases where the same jurisdiction taps the same 
revenue under different names, as in the case of 
the taxation of real estate and an underlying mort- 
gage; or in the many cases where two counties or 
states attempt to tax the same person or property. 


5. The Purpose of the Tax 


No taxes should be imposed except for a definite 
public purpose. Taxes should never be imposed for 
any purpose which could not be as well, or better 
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achieved, by individuals or groups of individuals. 
A recurrence to the principles underlying the nature 
and fundamental structure of the state and the pur- 
poses for which it exists is frequently necessary in 
order to prevent us from violating this vital prin- 
ciple. It is to be regretted that the principle is so 
frequently “honored in the breach” by the American 
states and their local subdivisions. For example, 
there seems to be a clear violation of the principle 
in those cases where a state by constitutional pro- 
vision exempts certain types of enterprises from 
taxation over a period of years, for the reason that 
such exemptions are tantamount to a public sub- 
sidy to a particular class of private enterprises. 
Municipal bonuses, or any kinds of tax exemption 
for the purpose of encouraging the initiation of new 
private enterprises or encouraging the removal of 
private enterprises from one political jurisdiction to 
another, are in the same category. It is also ex- 
tremely doubtful whether counties or municipalities 
are not violating this principle when they issue 
bonds in order to secure funds for the payment of 
so-called out-of-work benefits. 


6. Unity 


A tax system should be unified. That is to say, 
the various parts of the system should be so corre- 
lated that each will become an essential part of the 
whole. Too many of the so-called state tax systems 
are far from being systematic in their structure; 
they are the results of haphazard patchwork legis- 
lation, and each piece has been put in as a result 
of possible political pressure or of ignorance or tem- 
porary popular whims. The construction of a tax 
system to meet the needs of a modern state pre- 
supposes careful, systematic study of each element 
in the tax system and the precise relation of each 
element to all the others and to the system as a 
whole. This notion is far from being fantastic or 
highly theoretical; and it connotes nothing more 
than the practical application of fiscal principles long 
ago recognized as essential to the development of 
the financial structure of private business enter- 
prises. The tax system of any American state can 
become in reality a unified system when the people 
of that state are willing to apply the same principles 
and methods to its construction that business execu- 
tives now apply in devising a financial structure for 
private enterprises. 


7. Diversity 


Not only must the tax system be unified; it must 
be diversified as well. This proposition needs to be 
emphasized again and again, particularly at the pres- 
ent time, when there seems to be a very strong 
popular tendency to narrow the tax field to one or 
two sources of revenue. For example, devoted fol- 
lowers of Henry George would have us confine tax- 
ation to land alone, exclusive of any kind of 
improvements; while on the other hand, there is an 
increasing number of people who would exclude 
real estate from any kind of taxation, or limit the 
tax rate on realty to a small fraction of what it has 
been heretofore, transferring the burden to personal 
and business incomes. Finally, there is a large class 
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that favors sales taxes to the almost total exclusion 
of other sources of revenue. To secure adequate 
revenues constitutes a rather complex problem, in- 
cluding provision for tapping a variety of revenue 
sources through direct and indirect taxation, and 
sufficient amount of elasticity in tax rates to ensure 
a steady flow of funds into the public treasury. The 
problem also incidentally involves the exercise of 
economy in the use of public funds and the effective 
control of expenditures through the use of budgets 
and an adequate accounting system. 


8. Other Requisites of a Good Tax System 


Very obviously any tax system must produce ade- 
quate revenues to meet the ordinary needs of the 
state. Professor Lutz has compared the wise appli- 
cation of the test of fiscal adequacy to the wise use 
of land by the farmer. ‘The farmer’s aim is, year by 
year, “to get a certain return from the land, and yet 
to maintain or even increase the productive power of 
the soil in order that his future return shall not be 
imperiled.” It is to the interest of the state to secure 
as nearly as possible a constant flow of revenue with- 
out impairing the productivity of the various sources 
of revenue. 

While it is to the interest of the state to secure 
adequate revenues from a diversity of revenue 
sources, the state must exercise the utmost economy 
in closely scrutinizing the need of possible public 
functions and expenditures, and in rendering public 
services at the least social cost. This is the pre-emi- 
nent problem of the present day in all the countries 
of the world. During the last decade the whole 
world has indulged in an orgy of public expenditures 
until a point has been reached when no kind of a 
tax system, no matter how diversified, can stand the 
strain. A summary of recent British fiscal expendi- 
ture, as set forth in the May Report on Public Ex- 
penditures (July, 1931) presents a picture that would 
be applicable to nearly every state and local juris 
diction in the United States: 

In 1924, a policy of expansion and development replaced 
the policy of retrenchment. Additional commitments were 
undertaken, including education, ambitious housing schemes, 
extended old age pensions, etc. In addition there was a 
very heavy increase in public borrowing to meet long term 
commitments. In other words we are at present enjoying 
benefits for which we are not providing the cost. Future 
revenue is mortgaged for many years to come to pay off 
the capital cost of services we are now enjoying. 

In Great Britain, and in the United States as well, 
the root cause of current financial difficulties lies in 
the fact that, as regards the major items of public 
fiscal policy during the past few years, the machin- 
ery of public fiscal control has. again and again 
broken down. Why? secause,” quoting again 
from the May Report, “politicians (and the Report 
might have included many social reformers) have 
found it so easy to promise a program of wholesale 
expenditures without regard to whether the pro- 
gram is administratively possible or whether it will 
have the desired results or whether the country can 
bear the cost.” We are warranted then in the con 
clusion that economy in public fiscal administration 


°H. L. Lutz, Public Finance, p. 277. 
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is the paramount need of the hour if, as the May 
Report states, “democracy is not to suffer shipwreck 
on the hard rock of finance.” 


III. Summary and Conclusions 


1. An Ideal Tax System in Practice 


We now come to the difficult task of outlining in 
a very general way a tax system which will be in 
conformity to the needs of an exceedingly complex 
economic and social organization such as we find 
in the majority of the American states today; and 
which will bring practically every citizen into the 
tax field, while at the same time conserving to the 
largest degree the basic fiscal principles which we 
have outlined. The general consensus of opinion 
among public financiers is that the task can be ac- 
complished by setting up a three-fold basis for state 
taxation, namely, real estate, personal incomes, and 
business incomes. While an inheritance tax cannot 
be regarded as one of the main bases of taxation, it 
must be reckoned with, however, as an important 
adjunct to any modern tax system. likewise spe- 
cial excise taxes must be regarded as important sup- 
plementary sources of revenue, even though they 
may be justified only on the ground that they are 
privilege taxes imposed for certain specific purposes 
such as the construction and maintenance of state 
highways, or that they tend to bring into the tax 
field, citizens who for administrative reasons are 
not reached by direct taxes. Special assessments 
form another adjunct to the tax system and may be 
legitimately used provided they really enhance the 
value of the property assessed. Finally, use may 
be made of the many revenues arising under the 
category of fees, fines, and licenses. 


2. Is This Ideal Practicable? 


The final question which we must face is whether 
it is possible in actual practice to construct a tax 
system in conformity to this ideal? The answer to 
this question involves the recognition of the chief 
inhibitions to scientific reform in taxation methods 
in the American states, namely: (1) The too preva- 
lent influence of petty politics in local and state 
public affairs; (2) the appalling ignorance on the 
part of many citizens as to the nature and the 
administration of public finance in the state and in 
local communities,—an ignorance which too often 
begets a narrow point of view and an unreasoning 
prejudice when fiscal reforms are proposed; and 
(3) apathy on the part of a large portion of the 
community toward the public business. Remove 
these inhibitions and an ideal tax system will be 
possible. But can they be removed? The best 
answer to the question is that enlightened public 
opinion in many local communities in the United 
States has achieved a tax system that approaches 
this ideal. We can therefore confidently assert that 
an ideal tax system is practicable in any American 
state or local community. A few essentials to suc- 
cess in achieving tax reform may be emphasized: 

(1) We must ‘approach the problem with the open 
mind. This counsel, considered a prime essential 
(Continued on page 384) 
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ESPITE the traditional hostility of Latin 
Americans to direct taxation, the past decade 
has witnessed the acceptance by most South 
American countries of the income tax as 4 perma- 
nent element in the fiscal system. In 1935 the in- 
come tax yielded about 10 per cent of total tax 
revenue in Argentina, Brazil, Chile, and Peru and 
from 2 per cent to 7 per cent in Ecuador, Colombia, 
Bolivia, and Paraguay; it has not yet been adopted 
by Uruguay and Venezuela. 

Although these nations vary widely in extent and 
character of economic development, certain features 
have been common to their revenue systems: exces- 
sive dependence on customs duties and consumption 
taxes, low and limited direct taxes, failure to make 
agricultural property bear a proper share of the bur- 
den, costly and often poor administration of taxes. 
The income tax was introduced, as in many other 
countries, to meet serious fiscal emergencies but agi- 
tation for the tax to level out inequalities of the 
existing system usually dated long before its adop- 
tion. In Argentina, for instance, projects for such 
a tax were before Congress constantly after 1919, 
but action was postponed until the large budgetary 
deficit of 1931 (due mainly to reduced yield of import 
duties) forced the adoption of new taxes early in 
1932. There was another cause, rather unusual, for 
the Argentina adoption, namely, the desire to lessen 
dependence on import duties so that trade agree- 
ments might be freely negotiated and restrictions 
on imports freely imposed. In a speech delivered 
in the spring of 1932, the Minister of Finance em- 
phasized that point: 

The decline in the relative importance of customs reve- 
nue can only be regarded with satisfaction. It is essential 
that the country be free to develop its foreign trade policy 
and be able to restrict imports when a plan of monetary 
defense is deemed wise—and this without necessarily up- 
setting the whole revenue system of the nation. 

In Chile sentiment in favor of an income tax and 
heavier taxes on rural real estate grew in the early 
twenties in spite of the opposition of the influential 
landowning class. By 1923 most of the people were 
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convinced that an income tax was desirable, but po- 
litical leaders were unable to agree on the form of 
the tax until the financial crisis in 1924 compelled 
the legislature to act. Brazil had since 1893 made 
periodic ineffectual attempts to reach income; in that 
year, taxes were imposed on dividend income and on 
salaries of public employees. In 1917, a tax on in- 
come from mortgage obligations was voted; in 1920, 
a tax on net profits of manufacturing establishments ; 
in 1921, a tax on profits of commercial firms; in 1922, 
a tax on professional incomes. The passage of a 
general income tax law in 1924 sprang from a desire 
to derive more revenue and reach all classes of in- 
come by a tax capable of being collected more effec- 
tively and cheaply. Similarly, Peru at the time of 
the visit of the Kemmerer Commission in 1931 had 
a complicated mass of legislation intended to reach 
income. The income tax law of 1934 substituted an 
orderly method of taxation for numerous taxes lack- 
ing in uniformity and clearness and imperfectly 
administered. The recommendations of the various 
advisory commissions headed by Professor Kem- 
merer guided legislation also in Ecuador, Bolivia and 
Colombia, although these countries had made a start 
on the problem before the arrival of the commissions. 


Administrative Difficulties Encountered 


DJUSTMENTS made to fit local characteristics 

are clearly indicated by the provisions of the 
laws. The people generally were not accustomed to 
meticulous bookkeeping and did not welcome fre- 
quent contact with tax officials. Administration in 
some of the countries was notoriously inefficient and 
expensive. Taxpayers were unaccustomed to vigor- 
ous enforcement of the laws and there was much 
deliberate evasion of taxes. For instance, in 1922, 
it was discovered that over four thousand firms in 
Rio de Janeiro were not paying taxes for which they 
were liable. When it is realized that tax administra- 
tion in Rio was superior to that in most sections of 
Brazil and that Brazilian administration was not the 
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worst on the continent, the difficulties of efficient 
economical collection of an income tax in its early 
stages can be readily appreciated. 

Considerable use has therefore been made of col- 
lection at the source and of presumptive taxes. 
Argentina in its basic laws of 1932 presumed rental 
of rural and urban real estate to be 5 per cent of 
fiscal valuation unless the owner can prove that it 
was less. Assuming that the income of small enter- 
prises was largely the result of personal labor of the 
owner and that such men would have difficulty in 
making out complicated declarations, Argentina pre- 
sumed net profit of enterprises with volume of busi- 
ness under 50,000 pesos to be 10 per cent. Since the 
normal exemption was large, such incomes even on 
the maximum volume would pay only an insignifi- 
cant tax. If larger establishments were unable or 
unwilling to declare their earnings the administra- 
tive authorities wer® permitted to determine income 
on the basis of capital invested or volume of busi- 
ness; thereafter burden of proof was on the tax- 
payer if he believed he should pay less. Income 
from certain professions was presumed to be three 
times the rent paid when rent was below 200 pesos 
monthly and four times the rent when it exceeded 
that amount. Chile in the law of September 9, 1932 
presumed that certain income had been earned by 
professional men and presumed income of 4 per cent 
of assessed valuation of realty for companies subject 
to the surtax. Real estate income by the Chilean 
basic law of 1924 was calculated as 6 per cent on 
tax valuations. The Peruvian law of July 26, 1934, 
stated that the gross income of an agriculturz nt prop- 
erty not rented shall be presumed to be 6 per cent 
of tax assessment. If some apartments in an 
urban property are not rented, their possible rental 
yield must be added to income actually received. 
For the tax on industrial income, if the taxpayer is 
unable or unwilling to declare it, the administration 
may calculate it on basis of rent paid or number of 
employees or capital invested. 


Income from Securities—Administration 


OLLECTION at the source has been widely 

adopted for income from securities. The wide 
use of bearer securities in some of the countries has 
made possible extensive evasion of the progressive 
surtax through failure of owners to declare such in- 
come. Thus, soon after the introduction of the tax 
the authorities in Argentina and Peru had to ask 
their legislatures to impose an additional tax on 
such income unless owners registered the securities 
in their own names. In Ecuador, Peru and Bolivia 
employers are named retention agents and as such 
are responsible for payment of the tax due from 
employees. Information at the source is also in gen- 
eral use. In the absence of heavy taxes on property 
the need for a higher tax rate on unearned as against 
earned income has been especially urgent and the 
differentiation is provided in the laws of all South 


American countries which have adopted the income 
tax. 


The form of the tax varies. In Brazil there is a 
normal proportional tax with rates varying among 
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the different classes of income specified ; in addition, 
there is a progressive complementary tax applyi ing 
to aggregate income. In Argentina income is di- 
vided into several categories for the normal tax 
whose rates are graduated only for income from sal- 
aries and wages; there is a progressive surtax on 
aggregate income. In Peru and Chile the normal tax 
is proportional for each class of income but the sur 
tax is progressive. The other countries employ a 
single tax but differentiate between earned and un- 
earned income and use progressive rates. The basis 
of graduation of the tax on the income of industry 
and commerce in these countries is the rate of earn 
ings on capital invested. Althouzh such a_ basis 
penalizes firms in industries where the greater risk 
and uncertainty entitle them to larger profits, the 
uspicion has been frequently voiced that the very 
reason for the use of such a basis is to penalize large 
foreign companies operating in raw-material-produc- 
ing industries subject to broad swings from highly 
profitable years to dull depression periods. In some 
of the countries the income tax has been used to 
penalize absentee landowners. For example, Argen 
tina in its real estate income classification exacts a 
surcharge of 30 per cent from owners residing abroad. 
Foreign companies operating through branch houses 
in Argentina are not, however, considered as domi- 
ciled abroad. Pensions paid to men residing in for- 
eign countries are subject to a 30 per cent surcharge 
in income tax calculations. Chileans who live abroad 
pay 3 per cent additional tax. Chile also imposes a 
6 per cent additional tax on foreign companies op- 
erating in Chile. In Peru the lawmakers inserted 
a provision intended to discourage the holding of 
land idle; owners of uncultivated land are required 
to make a declaration of its value and to pay a tax 
thereon. 


The use of the tax to strike at absenteeism or to 
demonstrate unfriendliness to foreign capital is only 
of minor importance. The essential questions are: 
Has the income tax produced the large revenues 
expected? Has it provided elasticity? Has it made 
for a better adjustment of the tax burden? Although 
adequate data for answering such questions are not 
available, the experience of Brazil for which more 
data are available than for other countries may be 
cited. In the thirty-one vears from 1893 to 1923 the 
various taxes applied to income yielded 250,182 
contos. In the six years from 1924 to 1929 the gen- 
eral income tax produced 257,197 contos. As the 
fiscal situation demanded more revenue, rates and 
exemptions have been changed and enforcement of 
the law improved with the result that the yield 
doubled from 1929 to 1934. While the income tax 
comprised only 1.4 per cent of total federal revenue 
in 1924, it increased to 3.1 per cent in 1928 and 6.4 
per cent in 1935. The development of administra- 
tive efficiency, however, has been a slow process. 
Even today in such provinces as Bahia, Minas 
Geraes and Pernambuco the tax is yielding much 
less than the wealth of these regions would lead one 
to expect. Outside the Federal District, Sao Paulo 
and Rio Grande do Sul which produce over three- 
fourths of the total revenue, the tax is paid in very 

(Continued on page 380) 
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taxation of natural resources is no easy thing 

to develop. The difficulty is evident from the 
point of view both of theory and of administration. 
If the natural resource is of the type that is quickly 
exhausted the difficulty is multiplied. This is espe- 
cially true of the administrative aspect because the 
law is always slow to take cognizance of change 
and the changes in social and economic structure 
are often swift and dramatic when the discovery 
and exploitation of natural resources are left to 
private initiative. 


\ N ADEQUATE and just program for the 


It is the purpose of this study to examine in some 
detail the effect of an oil boom upon the school 
finances of two Texas counties, one of which has 
passed through such a boom and has returned to 
“normal” and the other of which is still “enjoying” 
a boom of the first magnitude. Though no attempt 
is made to “solve” the problems arising from the oil 
development, it is felt that some significant light is 
shed by the findings set forth below. 


The Situation in Stephens County 


Stephens County has a rolling, broken surface 
with low mountains. Its altitude ranges from 1,000 
to 1,750 feet. The soil consists of loams, sandy 
loams and sandy lands. Its timbers consist of mes- 
quite, heavy hackberry, cedar, pecan and elm groves. 


Less than one-third of the county’s area is suitable 
for cultivation, the rest being mostly ranch land. 
Approximately 40,000 acres are now being culti- 
vated. Most of the cultivated land is located in 
small valleys and is composed of top soil washed 
from adjacent hills. 

Cotton, corn, small grains, forage, melons, and 
some fruits and vegetables are grown for the mar- 
ket. Cattle raising is the chief agricultural pursuit; 
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however, some sheep, hogs and dairy products are 
produced for the market. 

In the spring of 1876 Breckenridge was fixed as 
the county seat of the newly organized county. The 
site of the present city of Breckenridge was an unde- 
veloped country on a wild frontier. For more than 
forty years Breckenridge was a community of about 
700 people, thirty miles from a railroad. The prin- 
cipal occupation of the people was cattle-raising. 
Pioneer settlers recall that during the early years 
of its history Breckenridge was supply headquarters 
for the bands of men known as “buffalo-killers” 
who scoured the new country to rid it of the buffalo. 

With the discovery of oil in 1918, Stephens County 
and Breckenridge grew rapidly. According to the 
United States census, the population of the county 
in 1910 was 7,980, while in 1920 it had reached 15,403. 
The peak of the population was probably reached 
in the latter part of 1921 and the first part of 1922 
and, according to an estimate, reached 60,000. In 
1930 the census showed the population to be 16,560. 
The population of Breckenridge on January 1, 1920, 
was estimated to be 1,400. One year later it was 


30,000. In one month the increase is said to have 
been 10,000. 


The foregoing proves conclusively that the oil 
boom brought about sudden and drastic changes in 
the population of the county seat, the county’s larg- 
est independent school district. 


No less pronounced was the effect of the boom 
on Caddo. This town, located seven miles east of 
Breckenridge, was a hamlet of about 100 people 
before the oil boom. Cattle-raising and cotton-farm- 
ing were the chief interests. At the peak of the 
boom Caddo’s population was about 10,000 and to- 
day, as a result, the town is a retail trade center. 


Water has always been scarce in Stephens County. 
Before the boom it was a matter of concern to the 
citizenry ; during the boom the acuteness of the sit- 
uation is attested by the fact that water sold at a 
dollar a barrel. 


The boom in Stephens County reached large pro- 
portions in 1919, 10,000,000 barrels of oil being pro- 
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duced in that year. The peak of production was 
reached in 1921, which latter year saw a production 
of over 31 000,000 barrels of oil. Production declined 
steadily for a decade, reaching a low of 1,418,000 
barrels in 1932. The decline in production brought 
about, of course, some exodus of population. 


Pertinent Facts Regarding Gregg County 


Gregg County is in north central Texas. Its soil 
in the bottoms is largely of an alluvial character and 
the remainder is mostly sandy clay. Its timbers 
consist of shortleaf pine, a variety of oaks, gum, 
and Hickory. Lignite, iron ores, and clays are found 
in the county, but have remained essentially unde- 
veloped. 

In the*years immediately preceding the boom of 
1931 approximately 30,000 acres were planted in cot- 
ton annually. Since the discovery of oil by C. M. 
Joiner on September 8, 1930, the average cotton acre- 
age has dropped to 19,000. Much of the acreage not 
under cultivation is now taken up by oil fields and 
in many instances by oil wells. 

Potatoes ranked next to cotton before the oil 
boom in the list of important crops. Other com- 
mercial crops grown were corn, peas, peanuts, maize, 
watermelons, cucumbers, ribbon cane and tomatoes. 
Since the boom, truck farming has become the chief 
agricultural occupation. 

The East Texas oil field is about eight miles wide 
and fifty miles along. It has over 16,000 wells, pro- 
ducing over 400,000 barrels daily. It pays a monthly 
royalty of over $2,000,000 to the royalty owners. 


Gregg County is the center of this field. During 
1931 the first year of the boom, over 34,000,000 bar- 
rels of oil were produced. Production has increased 
each year despite attempts at proration. In 1934, 
under severe proration restrictions, more than 
83,000,000 barrels were produced. 

Since the discovery of oil in January, 1931, this 
county has had a great increase in population. 
Longview Chamber of Commerce figures on the 
population increase are as follows: 1890, 11,400; 
1900, 12,343; 1910, 14,140; 1920, 16,707 ; 1930, 16,707: 
1935, 90,000. 

Longview, the county 
seat, located near the 
Sabine River, was found- 
ed in 1872. It is only 
five miles east of the 
oil field. Its population 
growth is shown by the 
following figures: 1890, 
4,048; 1900, 5,027; 1910, 
7,208; 1920, 5,748; 1930, 
5,046; 1935, 24,000. It is 
apparent that the popula 
tion of Longview during 
the past five vears has 
increased nearly 500 per 
cent. 

Longview, before the oi! 
boom, was a small indus- 
trial and commercial cen- 
ter. It has since grown to 
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be the leading financial center of East Texas. The 
city has two banks with deposits amounting to 
$7,285,716.09 on January 1, 1935. In 1930 deposits 
were only $1,738,254.85. Longview has two build 
ing and loan associations, ten hotels, four hospitals, 
a library, and five theaters. It had in 1934 approxi- 
mately six hundred retail stores and forty-five indus- 
trial plants employing together about 3,500 people. 
Three railroad systems with six lines furnish trans- 
portation facilities to all parts of the trade area. 
Motor freight lines furnish additional transportation 
service. 

The a of other towns in Gregg County 
also increased. Gladewater, refining center of the 
oil field, grew from 1,000 to approximately 7,000 in 
two years. Gladewater has more than 200 oil wells 
within the city limits, and approximately 3,000 wells 
within its trade territory. It has thirty refineries. 
Since the oil boom, Gladewater has built three 
churches at a total cost of approximately $65,000 and 
a new city hall at a cost of about $20,000. 

3efore the advent of oil, Kilgore was an unincor- 
porated village with 800 inhabitants. It had five 
general stores, two grocery stores, one hardware 
stores, one picture show and one cafe. The land 
around Kilgore produced cotton, corn, watermelons 
and vegetables. 

On February 20, 1931, after the discovery of oil, 
the village was incorporated. Its population in- 
creased from 800 to 15,000. A modern $30,000 city 
hall was constructed and a fire department was or- 
ganized and equipped. Excellent hotel accommoda- 
tions were offered to the public. In the month of 
April, 1931, the number of building permits issued 
in Kilgore amounted to approximately $150,000, 
which exceeded the permits issued in any other city 
in East Texas. 


Assessment of Property 


N 1916 Stephens County had 597,167 acres of land 

assessed for purposes of taxation. The assess- 
ments for certain subsequent years were as follows: 
1929, 605,036 ; 1920, 576,448 ; 1923-1930, 586,000; 1931, 
623,085 ; 1932, 1933 and 1934, 576,000. During this 
time no changes were 
made in the boundary lines 
of the county. The in- 
efficiency and inaccuracy 
of land assessments are 
apparent without further 
comment. Table I shows 
the assessments, except 
for two years, for prop- 
erty in Stephens County 
for the period 1916-1934. 
It is a striking fact that 
the value of land, for as- 
sessment purposes, rose 
to approximately nine 
times its value in 1916 
but by 1933 had fallen 
almost to the 1916 level. 
Town and city lot value 
showed an even greater 


By Ewing Galloway, N.Y. 
A Texas Oil Field Scene 
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relative rise but declined only to about one-half the 
value established as the all-time high. 


The next column shows dramatically what the oil 
boom did to the county’s live stock. The columns 
on vehicles, money, stocks and bonds tell a sorry 
story of assessment laxity. The entire county could 
show but $11,000 in bonds and stocks in 1934, less 
than in 1916, and only $9,550 in money was returned 
for assessment as against $295,106 in 1916. Miscel- 
laneous property showed the greatest relative rise 
since this class of property was scarcely represented 
in 1916. Though the decline here was great, also, 
the assessment held up much better than that for 
certain other classes of property. 

Acreage assessments in Gregg County showed 
even more remarkable variations than were found 
in Stephens County as can be seen from Table II. 
Town lot values rose steadily but not sensationally. 
The decrease in live stock value could easily be 
explained as a result of depression prices for live 
stock products. The assessed value of manufactured 
goods and of vehicles did rather unusual spurts and 
sags in 1932 and 1933, respectively, and the assess- 
ment of money and of stocks and bonds showed 
startling variations in assessment efficiency, as was 
the case in Stephens County. 

The assessed value of land per acre in Stephens 
County in 1916 was $5.28. In 1921 the correspond- 
ing value had risen to $59.00 but by 1933 it had 
declined to $6.40. This shows the cycle that land 
value passed through during the period. However, 
it must be kept in mind that a part, at least, of the 
decline to such low levels in 1933 is ascribable to 
the depression conditions of the time. The upturn 
in 1934 would tend to bear out this assumption. 

In Gregg County in 1916 land was assessed at an 
average of $8.29 per acre. In 1921 and 1922 the 
assessment value had risen to $12.40, the highest 
level attained before the oil boom. The sudden leap 
to $30.30 for 1932 shows the effect of the discovery 
of oil. It is reasonable to assume that land values 
in Gregg County would have risen even more 
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586,000 
623,085 
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576,000 3,786,042 264,970 248,910 





SCHOOL FINANCE IN TWO TEXAS COUNTIES 


Table I 
ASSESSED PROPERTY VALUATIONS OF STEPHENS COUNTY FROM 1916 THROUGH 1934 


Land Manufac- tured 
Townand Live tured Machinery Vehicles 
Year City Lot Stock Goods and Value 
Acres Value Value Value and Equip- 
Materials ment 


$93,619 $245,106 
pe eeee. Stan a, G ). eens PSs . No Report 
1918 594,036 3,381,750 190,810 946,578 159,811 10,900 100,256 
1919 605,036 15,153,420 426,430 626,970 160,810 26,160 105,325 


293,440 943,200 





Potters eee aa neaeree . . No Report 
1923 586,000 17,410,800 2,018,850 601,855 959,150 547,455 444,090 
1924 586,000 12,049,185 1,733,810 638,460 735,590 124,760 an 
1 68,960 


2 610,000 
1927 586,000 8,207,958 3, 194,344 379,670 936,928 702,680 
1928 586,000 7,328,879 3,498,445 372,035 300,000 80,000 595,770 
1929 586,000 7,098,400 3,801,373 445,205 260,000 75,000 or aes 


267,880 
1932 576,000 3,733,830 1,960,759 224,135 511,180 12,475 159,185 


1933 576,000 3,586,226 1,951,937 264,950 319,700 126,640 131,790 
62,720 114,035 
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sharply had prices for oil not continued at such re- 
markably low levels. 


Though prophecy is always dangerous, it would 
appear, barring the unforeseen, that land values will 
remain high in Gregg County as long as the oil is 
there—in fact, rising prices for oil may send land 
values up still further—that the value of city prop- 
erty will not rise as fast but will hold longer than 
bare land values when exhaustion becomes evident. 
This would be in line with what happened in Ste- 
phens County. 


Oil and School Population 


HE scholastic population of Stephens County, 
_ which is made up of all children between the 
ages of six and eighteen, inclusive, was 1,798 in 1917. 
There was only one independent school district in 
the county. This district had 248 pupils. The re- 
mainder of the pupils attended thirty-eight small 
country schools. This was due to the fact that 
Stephens County was very thinly settled. 


In 1922 the scholastic population was 4,966. This 
was the first year that the school census showed any 
negro children in the county, there being only sev- 
enteen at the time. In the school year 1923-24 there 
were 5,124 scholastics, the peak of the scholastic pop- 
ulation for the county. It will be noted that this 
high point came a few years after the peak of the 
oil boom. This lag probably resulted from the fact 
that during the early years of the boom many of the 
oil workers did not bring their families with them. 
In 1934-35, eleven years after the high point of 5,124, 
the count showed 3,795 children of school age in the 
county. 


This decline is far less than might have been ex- 
pected when the disappearance of the oil is taken 
into consideration. 


In Gregg County the number of children of school 
age for selected years was as follows: 1916-17, 
5,329; 1920-21, 5,751; 1924-25, 4,864; 1928-29, 5,314; 





Railroads Miscel- 
Stocks Telephone Pipe laneous 

Money and and Line Property Total 
Bonds Miles Value Telegraph Value 



















$50,000 5.97 $187,276 $4,920 $33,139 $5,074,769 
308,275 50,000 5.97 186,458 ee 92,122 5,433,031 
481,030 100,000 5.92 184,910 1,820 $599,235 335,900 18,202,010 


515,000 
700,250 


5.97 
57.27 


122,040 
473,950 


8,170 
23,240 


850,900 
1,727,280 


5,225,610 
13,601,210 


28,244,360 
53,482,080 





320,000 106,250 78. 559,210 55,950 1,211,820 7,670,810 31,906,440 
beste 149,000 77.69 577,700 70,075 969,525 8,392,085 25,864,260 
150,5 


234,800 
255,675 138,500 78.31 510,110 11,613 806,217 8,390,355 23,533,950 
150,000 258,200 81.56 566,530 105,170 1,521,180 8,853,981 23,630,190 
160,000 131,200 92.74 606,340 110,530 1,191,788 8,314,902 22,845,388 
140,000 


52,035 
15,300 68,750 92.57 455,050 108,232 1,026,340 3,798,544 12,073,780 
10,680 43,000 92.57 387,720 101,865 869,870 3,040,965 10,835,343 


147,500 
135,000 


77.69 
78.31 


559,890 
532,700 


18,270 
7,250 


819,680 
892,790 





8,478,985 
8,037,380 


24,624,480 
23,557,230 




















248,620 
175,000 


92.83 
92.57 


605,110 
587,630 


108,040 
102,348 


1,039,820 





7,210,360 21,153,820 


2,043,042 4,405,614 17,583,875 























9,550 11,000 92.76 365,505 102;715 8527360 3/573,865 11,294,135 
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Manufac- Manufac- 


Land tured tured 
Town and Live Goods Machinery Vehicles 
Year City Lot Stock and and Value 
Acres Value Value Value Materials Equip- 


ment 





1917 se a 

1918 170,255 1,893,860 1,010,155 

1919 160,425 2,048,180 1,070,510 
169,847 1,174,150 


170,534 2, 5 1,185,270 
1922 167,967 2,107,770 1,184,365 
1923 170,997 2,146,290 1,205,730 

2, 

2 

2, 


297,995 286,450 90,230 114,225 
299,036 335,515 114,855 122,640 
373,177. 482,270 90,720 165,248 


179,635 529,760 100,380 88,640 
194720 384.700 71,100 65,700 
210,985 481,120 81,120 138,995 
219,403 420,760 166,072 156,315 




















1924 169,606 32,710 1,191,250 
172,600 


292,174 84,150 1 
1927 171,235 1,579, 430 1 
1928 335,580 1,533,730 1 
1 
1 




















188,705 444,825 90,900 152,355 


1929 198,895 1,524,040 
1930 §=211,604 1,503,535 


31 172,300 1,606,455 2,048,320 
1932 169,081 66,025,295 2,845,480 
1933 168,489 65,163,309 3,192,255 
1934 184,663 81,461,441 2,927,180 











154,690 271,010 20,000 


Table II 
ASSESSED PROPERTY VALUATIONS OF GREGG COUNTY 


1916 170,355 $1,700,770 $1,000,090 $253,810 $258,325 $66,625 og $ 25,000 $155,250 45.41 $950,679 $48,300 
eer? —e er o Keport 

192,480 149,000 45.41 948,625 48,350 
92,850 370,119 45.41 943,580 46,720 
77,373 130,300 45.68 744,427 52,726 


46,500 
34,000 184,400 45.68 692,880 56,190 
14,065 177,400 45.68 684,020 71,910 
18,150 218,400 45.68 671,237 72,250 
15,070 161,970 45.69 656,589 72,250 


7,500 
27,500 135,700 45.67 680,650 73,390 42,710 





1 
1 
,206,920 1,214,160 167,999 398,040 88,025 128,375 
0 


90,160 199,070 467,840 83,610 192,300 
2150 208,170 484,020 925680 200,750 
6.350 258,940 453,820 54,220 368,200 
218,360 363,500 33,220 300,495 





600,000 
149,280 1,849,753 604,985 1,724,250 
132,119 872,675° 333,185 832,500 
105,360 977,890 1,491,725 1,071,680 


6,500 
125,000 155,500 46.68 601,245 67,890 
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FROM 1916 THROUGH 1934 


Railroads Miscel- 
Stocks Telephone Pipe laneous ‘Total 
Money and Miles Value and Line Property Valu 


Bonds Telegraph Value 


$27,320 $4,711,304 


111,000 5,151,320 
Sverre sie 5,464.005 
316,842 5,691,753 


345,660 5,623,837 
289,435 5,265,960 
226,420 5,438,055 
127,930 5,394,477 
155,455 5,264,799 


251,835 5,326,540 
224,960 5,497,320 























226,800 45.68 744,897 54,930 





























159,500 45.67 656,400 73,260 $ 73,460 


7,500 110,230 45.67 690,240 85,190 109,470 243,180 5,637,310 
7,500 96,000 45.67 692,360 85,200 115,500 194,180 5,776,310 
7,500 103,000 46.67 667,970 93,040 104,760 352,225 5,654,305 














93,750 42.86 653,295 49,300 197,005 582,220 6,282,445 


782,445 1,394,500 76,740,033 


141,219 46.68 559,977 67,440 848,755 2,265,522 75,499,420 





1931-32, 7,963 ; 1932-33, 12,729 ; 1933-34, 15,351; 1934- 
35, 14,020. Though Gregg County was more thickly 
settled than Stephens County prior to their respec- 
tive oil booms, the trend in school population was 
much the same for the earlier stages. It remains to 
be seen if the same lag will prevail in Gregg as pre- 
vails in Stephens County. The larger population 
of Gregg County prevented the percentage increase 
in the number of school children from being quite as 
great as that for Stephens County. This is, of 
course, to be expected in such cases. 


In 1916, before the boom in either county, the as- 
sessed value of property per pupil in ‘Stephens 
County was $2,822.45 and in Gregg County, $884.10. 
In 1921 the average scholastic assessed value in 
Stephens County was $10,702.76, the highest point 
reached during the boom. In 1924, the year that the 
largest number of school children appeared on the 
census roll, this average fell to $5,684.45. The aver- 
age further decreased until 1934 when it amounted 
to $2,976.05. This was practically the same assessed 
valuation as that before the boom. 

In 1916 the assessed value per pupil in Gregg 
County was $884. No great increase came until 
1932 in which year it was $6,026. A vear later the 
average stood at $6,714. 


It is evident that the average scholastic assessed 
value at the height of the boom in Stephens County 
was larger by about $3,000 than it has been so 
far in Gregg County. This means that the burden, 
in comparable years, of supporting the schools in 
Gregg County is greater than it is in Stephens Coun- 
ty. Yet Gregg County maintains a more efficient 
school system than Stephens County does now or 
ever did at the height of its prosperity. 


State Aid 


OCAL school funds are supplemented by the 
state in Texas as is the case in many other 
states. There are three separate funds from which 
payments are made, the permanent school fund, the 





126,000 125,290 46.68 504,995 73,670 1,058,015 3,408,420 94,331,606 





available school fund and the state-aid fund, the 
latter being designed especially to provide assistance 
to very poor school districts where local finances 
are inadequate to provide even the minimum of edu- 
cational opportunity deemed essential. The consti- 
tutional and statutory provisions dealing with these 
three funds need not concern us here except to notice 
that the per capita method of distribution is the 
method of apportionment adopted by the law makers 
for the first two funds. 


The revenue derived from the state school funds 
by Stephens and Gregg counties was modified dur- 
ing their booms by the change in the number of 
children reported as of school age. The amount per 
pupil is, of course, set by the state legislature. In 
both cases, however, the schools were compelled in 
the early stages of the boom to care for some pupils 
for whom no apportionment from the state was re- 
ceived. This was caused by the fact that the school 
population rose between the time of certification to 
the state by the local authorities of the number of 
pupils and the completion of the school terms. 


The amount of taxes collected and paid into the 
state treasury was affected considerably by the 
boom. In 1917 Stephens County paid in $10,503, 
and in 1923, $130,658, which was the largest amount 
ever paid the state school fund by this county. In 
1917 Stephens County received a net amount of 
$2,928 more from the state than it paid to the state. 
In 1919, the first year of the boom, Stephens County 
paid into the state treasury a net amount of $27,536 
more than it received from the treasury. In 1923 
it paid into the treasury $58,067 more than it re- 
ceived. This was the largest difference i in favor of 
the state that has ever existed in Stephens County. 
In 1930 it received from the state $10,388 more than 
it paid. Every year from 1930 to 1934 inclusive the 
net difference in favor of the county increased. This 
shows that Stephens County was a pauper county 
before the boom and that after the boom it returned 
to this status. 

In 1917 Gregg County received $33,796 more from 
the state than it paid into the state treasury. In 
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1921 it received $78,612 more from the state than it 
paid to the state. This was the largest difference in 
favor of Gregg County that existed from 1917 to 
1931. During all this time Gregg County was a 
pauper county receiving more than it paid in. In 
1932 Gregg County paid into the state treasury 
$89,551 more than it received and in 1933, $23,305 
more than it received. In 1934 it paid to the state 
$37,993 more than it received. When the vastness 
of the wealth in oil taken from the county in recent 
years is taken into consideration these sums seem 
petty indeed and leave a suspicion that this exhausti- 
ble natural resource has been allowed to slip away 
with very little in the way of compensation to the 
state educational system even during the county’s 
“golden age” when it should have made up rapidly 
the debt of past years to the state and have piled 
up a credit to offset in part the possible debt of 
future years. 


Local School Revenues 


T HE oil boom brought extensive changes in local 
school revenues from local taxes, as might well 
be expected. Two funds are maintained—a mainte- 
nance fund and an interest and sinking fund. A 
specific rate is applicable to property for the benefit 
of each fund. There is also the category known as 
miscellaneous revenue which in some years was a 
considerable item. 


A summary showing the changes in the rate of 
and yield from taxes for the two funds not only for 
county purposes but also for independent graded 
school districts, is, of course, impossible in a brief 
compass. But a few examples will show the trend. 
The total maintenance fund for all districts in Ste- 
phens County for selected years was as follows: 
1916-17, $8,660; 1920-21, $51,420; 1923-24, $159,403; 
1927-28, $162,220 (the highest point reached) ; 1930- 
31, $122,595 ; 1933-34, $72,993. In Gregg County the 
same fund rose steadily from $10,401 in 1916-17 to 
nearly $40,000 in 1928-29, fell to about $31,000 in 
1929-30 and 1930-31, rose to $97,598 in 1931-32, and 
to $474,993 in 1932-33, but fell back to $396,025 in 
1933-34. These figures leave no doubt of the effect 
of the discovery and exploitation of oil upon local 
school revenues. The revenues for the interest and 
sinking fund, though less in actual magnitude be- 
cause of lower rates, showed a very similar trend. 


In Stephens County the rates for both funds were, 
on a whole, higher during and after the boom than 
before. The reverse seems to be true for Gregg 
County so far. 


Leases, sale of property, and gifts complicate the 
picture somewhat. The Texas Oil Company, for 
example, built school buildings in Breckenridge, 
Stephens County, and later gave these buildings to 
the county for a small sum. 


School Expenditures 


HE heavy influx of population as a result of the 
discovery of oil brought, of course, a greatly in- 
creased demand for school facilities. Existing build- 
ings and equipment had to be hurriedly supplemented. 
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In Stephens County the total of expenditures for 
buildings and equipment amounted to $15,350 in 
1916-17, all of which was spent in the common 
school districts. The following year the outlay was 
only $434. No data were available for 1918-19 but 
in 1919-20 and 1920-21 the expenditures were $9,592 
and $22,270 respectively, all but $1,535 of which went 
to the common school districts. The really big ex- 
penditures in this category were during 1921-22 and 
1922-23, $222,028 and $258,830 respectively. These 
years marked the peak, the next nine years showing 
the following totals : $28,246, $11,225, $68,593, $57,661, 
$36,628, $43,841, $20,234, $4,753, $792. Though ex- 
penditures for none of these years approached in 
magnitude that of the two peak years, it is signifi- 
cant that heavy outlays continued for some time 
after the height of the boom was well past. Breck- 
enridge Independent District received the lion’s 
share of the new equipment after 1918-19. 

Gregg County allotted only $758 to buildings and 
equipment in 1917-18. The following eight years 
$96,025 were so spent, an average of $12,004 per 
year. No figures were available for 1926-27, but 
the next six years witnessed the following outlays: 
1927-28, $116,846; 1928-29, $281; 1929-30, $11,834; 
1930-31, $5,170 ; 1931-32, $150,742 ; 1932-33, $408,503 ; 
1933-34, $370,000. 


Expenditures on buildings and equipment per 
school pupil reached the highest point in Stephens 
County in 1922-23, when they stood at $53.00. The 
highest point, $32.08 was reached in Gregg County 
in 1932-33. The average for sixteen years was, 
Stephens County $11.18, Gregg County, $7.54. 


Expenditures for general maintenance of build- 
ings and grounds in Stephens County showed, as 
was to be expected, an even more pronounced lag 
after the passing of the boom than was the case for 
expenditures on buildings and equipment. The out- 
lays for this purpose were $1,179 in 1916-17 and 
$3,261 in 1920-21. The next year they rose to $19,588, 
fell slightly the following two years, rose to $23,335 
in 1924-25 and for the succeeding six years were 
between $20,000 and $25,000 annually except for one 
year when they were $14,368. Thereafter they 
dropped to $13,975, $10,957 and $10,088. 


The dangers of overexpansion are well illustrated 
by these sums. Almost exactly ten times as much 
was spent for maintenance in 1933-34 as was spent 
in 1917-18. The county is now almost burdened 
with excess equipment. 

General maintenance costs in Gregg County aver- 
aged $5,539 for the years 1916-17 to 1929-30 inclu- 
sive, then rose to $15,663, $25,385, $59,496 and $50,072 
in the four succeeding years respectively. It is too 
early to predict expenditure lags for this county for 
the oil output is still heavy. 

Table III shows expenditures for instructional 
services in the two counties.’ The lag in expendi- 
tures in Stephens County is even more marked in 
this subdivision of outlays than in the other two 
just considered. The last three years show heavy 
curtailment, however. 

(Continued on page 382) 
~ 4 Table III is on page 382. 


























































































































































































































































































































with the problem of providing the additional 

revenue which the Administration has insisted 
is necessary to take care of the deficit caused by the 
invalidation of the AAA processing taxes and enact- 
ment of the Adjusted Compensation Act, the Senate 
Finance Committee found that the results of its 
labors met with presidential disapproval on several 
counts, among them that the bill as tentatively 
drafted for report to the Senate provided insufficient 
revenue and departed too far from the pattern of 
the House bill, particularly with respect to the tax- 
ation of undistributed income of corporations. The 
consequence was that instead of completing its task 
on May 27, as had been confidently expected, the 
committee was still endeavoring to produce a pro- 
spective revenue law that would be likely to prevent 
a protracted snarl when the stage is reached where 
the Conference Committee has the bills of the two 
houses before it for reconciliation. 


A FTER HAVING struggled for over a month 


Whereas the House bill incorporates the Treasury 
plan of an entire change in the method of taxing 
corporations, with ultimate reliance for revenue from 
that source entirely on a graduated tax, with rates 
based upon the amount of net earnings not distrib- 
uted in dividends, the Senate committee’s tentative 
draft clung to the old moorings, and left only a ves- 
tige of the undistributed-earnings tax as an adjunct 
to retention of the present tax structure with an in- 
crease of the flat rate on corporation earnings. 

Under the House bill, the theory is that the bulk 
of the additional revenue to be derived from change 
in the method of taxing corporations would come 
from a substantial increase in dividend payments, 
which in the hands of the recipients would be sub- 
ject to both normal and surtax rates. The Senate 
committee’s tentative bill, on the other hand, would 
place the lion’s share of the increased tax load 
directly on corporations. As in the House bill, divi- 
dends received by individuals are made subject to 
the normal tax as well as the surtax rates, but the 
supertax of 7 per cent on undistributed earnings was 
not regarded as likely to have more than a mildly 
stimulating effect on dividend disbursements. 

Increased revenue was provided chiefly, in the 
Senate committee’s tentative bill, by the following 
tax changes: 

(1) Increase of the flat rate on domestic corpo- 
rations from 12% and 15 per cent to a uniform rate 
of 18 per cent. 

(2) Levy of a supertax of 7 per cent on undistrib- 
uted corporate profits, subject to certain exemptions. 

(3) Retention of the capital stock and excess 
profits taxes without any change in rates. 

(4) Recapture, by means of a “windfall” tax, of 
a substantial portion ($82,000,000 estimate) of un- 
paid processing taxes. 

(5) Limitation of $40,000 exemption now granted 
on all estates and gifts to estates and gifts of $100,000 
or less. 

Though, at this writing, it seemed probable that 
the Senate Finance Committee would be obliged to 
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provide for more revenue than the above plan is esti- 
mated to produce, it appeared likely that various 
other tax law changes which had been agreed upon 
would be in the bill as reported to the Senate. A 
summary of these additional changes follows: 

Domestic corporations with incomes of $15,000 
or less would be given an exemption of $1,000 in 
computing the corporation tax rate. 

Trust companies would be excluded from the defi- 
nition of regular corporations and placed in the cate- 
gory of banks, which are exempted from the tax on 
undistributed profits. However, only such trust 
companies would be so favored as are subject to the 
supervision of Federal or state banking authorities. 


Liquidation Distributions 


The bill as tentatively approved provided for revi- 
sion of the present law governing the taxation of 
liquidation distributions to induce simplification of 
corporate organizations and thus the amount otf 
liquid proceeds subject to taxation in the hands of 
stockholders would be increased. The present law 
provides that 100 per cent of the net gain of an indi- 
vidual over his investment cost is taxed at the regu- 
lar normal and surtax rates when a corporation is 
liquidated. Under the Senate Finance Committee’s 
amendment, graduated rates would be imposed 
which decrease in proportion to the time the prop- 
erty was held. 


Section 102 Amended 


To strengthen Section 102 of existing law, which 
provides a penalty for the accumulation of “unrea- 
sonable” surpluses, the committee agreed to a revi- 
sion under which a corporation would be required 
to state in writing the reasons why it withheld more 
than $15,000 or more than 40 per cent, whichever 
was the greater, of its net annual income from dis- 
tribution to stockholders. The Commissioner of 
Internal Revenue would have four instead of three 
years in which to proceed against alleged offenders 


Taxation of Foreign Corporations 


The income of foreign corporations with offices or 
places of business in this country would be taxable 
at a rate of 22 per cent, % per cent less than provided 
in the House bill. The tax would be levied only 
upon the income derived from sources within the 
United States, but in computing this income the for- 
eign corporation would be required to include 100 per 
cent of dividends received from American corporations. 

A flat tax of 18 per cent, to be withheld at the 
source, would be imposed on the gross income de- 
rived in this country by foreign corporations with no 
office or place of business in the United States. This 
tax would apply to interest, royalties, and any other 
income except dividends from American corpora- 
tions, on which the tax rate would be 10 per cent. 
In the case of non-resident corporations of contigu- 
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ous countries, Canada and Mexico, the tax on divi- 
dends from corporations in the United States would 
be only 5 per cent. 

Foreign banks would be treated as any other cor- 
poration under the foreign-resident corporation tax ; 
also, such corporations would be denied the $1,000 
exemption allowed domestic companies with in- 
comes of $15,000 or less. 





New Bill Amending AAA Act 
and Income Tax Laws 


Separate from what is known as the Revenue Bill 
of 1936, but apparently under Administration spon- 
sorship and slated for enactment at this session of 
Congress is a bill (H. R. 12793), introduced by Rep. 
Robert L. Doughton of North Carolina, which pro- 
vides for important amendments of the Agricultural 
Adjustment Act with respect to refunds of process- 
ing taxes and for a number of changes in adminis- 
trative provisions of the internal revenue laws.’ 

First, the bill repeals subsections (d), (e), and (g) 
of Section 21 of the AAA, which relate to refunds 
of processing taxes, and provides new rules govern- 
ing refunds of processing taxes in pursuance of court 
decisions or otherwise. 

As under present law, no claim would be granted 
unless the claimant has established that he did not. 
in any manner, shift the burden of the tax, directly 
or indirectly, but new is a provision that it shall be 
prima facie evidence that the burden of the amount 
of the claim for refund was borne by the claimant 
to the extent that the “average margin” per unit of 
the commodity processed was lower during the tax 
period than it was during the “period before and 
after the tax.” The “period before the tax” is defined 
as meaning the 24 months (except that in the case of 
tobacco it is 12 months) immediately preceding the 
effective date of the processing tax, and the “period 
after the tax” means the six months, February to 
Julv, 1936. If, on the other hand, the “average mar- 
gin” was not lower during the period of the tax than 
during the “period before and after the tax,” the 
presumption is that the burden of the tax involved 
in the claim was not borne by the claimant but was 
shifted to others. The method of determining the 
“average margin” is prescribed. However, either 
the claimant or the Commissioner would be permit- 
ted to rebut either presumption by proof of the actual 
extent to which claimant shifted the tax. 


Claim Procedure 


No claims would be allowable for less than $10, 
and no refund would be allowable on any claim un- 
less filed after the date of the enactment of the 
proposed law and prior to January 1, 1937, and in 
accordance with Treasury regulations. It would be 
required that all evidence relied upon in support of 
any claim must be clearly set forth under oath. 

The Commissioner would have three years in 
which to approve or disapprove a claim, unless such 
time were extended by written assent of the claim- 
ant. The determination of the Commissioner would 


1 The bill was reported to the House of Representatives on May 26. 
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be final, unless, within 90 days after notice thereof 
has been sent to the claimant by registered mail, a 
petition for a rehearing is filed for a rehearing. The 
Commissioner would have six months after the con- 
clusion of the hearing to prepare his findings of fact 
and conclusions of law. 


If dissatisfied with the Commissioner’s determina- 
tion, provision is made for judicial review upon peti- 
tion by the claimant either in the Circuit Court of 
Appeals of the United States within any circuit 
where claimant resides or has his principal business, 
or in the United States Court of Appeals for the 
District of Columbia. Such petition would have to 
be filed within 90 days after the date of the mailing 
to the claimant of the findings and conclusions of the 
Commissioner. 


No suit for any refund, credit, etc., of other than 
processing taxes could be brought before (a) the 
expiration of 18 months from the date of filing a 
claim, unless the Commissioner renders a decision 
within that time, or (b) after the expiration of two 
years from the date of mailing by registered letter 
by the Commissioner to the claimant a notice of dis- 
allowance of that part of the claim to which such 
suit or proceeding relates. 


The provisions of the bill with respect to process- 
ing tax refunds would not apply to refunds author- 
ized under sections 15 (exemptions and compensating 
taxes), 16 (floor stocks), and 17 (exportations) of 
the AAA, as amended and reenacted, or with respect 
to any articles exported under the provisions of Sec- 
tion 317 of the Tariff Act of 1930. 


Income Tax Amendments 


Information Returns as to Dividends 


The bill proposes to amend Section 148(a) of the 
Revenue Act of 1934 so that all corporations, whether 
taxable or not, may be required to furnish informa- 
tion returns as to dividend payments when and if 
required to do so by the Commissioner. Dividends 
received from exempt corporations are fully taxed 
to the recipient under existing law, not receiving 
either the exemption from the surtax on individuals 
which dividends from taxable corporations receive, 
or the 90 per cent deduction in the case of a recipient 
corporation. 


Administrative Provisions 


Suits to Enforce Liens for Taxes 


Section 3207 of the Revised Statutes relates to 
suits to enforce tax liens on real estate. The bill 
would amend it to authorize enforcement of the lien 
“upon any property and rights to property, whether 
real or personal” ; and would authorize suit to enforce 
the lien “whether distraint proceedings have been 
commenced or not.” Also added is the following 
provision : 

In any such proceeding, at the instance of the United 
States, the court shall appoint a receiver to enforce the 
lien, or, upon certification by the Commissioner of Internal 
Revenue during the pendency of such proceeding that it 


is in the public interest, shall appoint a receiver with all 
the powers of a receiver in equity. 
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Recovery of Amounts Erroneously Refunded 


Section 610 of the 1928 Act is amended to provide 
that erroneous refunds may be recovered by the Gov- 
ernment, with interest at 6 per cent per annum from 
the date of payment of the refund, if suit is begun 
within three years after the payment of such refund, 
or within five years after such payment if it appears 
that any part of the refund was induced by fraud or 
the misrepresentation of a material fact. Existing 
law provides that suits must be begun within two 
years after the making of the refund. The amend- 
ment would not revive any period for bringing suit 
which had expired before the date of enactment of 


the bill. 


Interest on Overpayments 
Section 614(a) (2) of the 1928 Act reads as follows: 
(a) Interest shall be allowed and paid upon any over- 
payment in respect of any internal-revenue tax, at the rate 
of 6 per centum per annum, as follows: 
x * * 


(2) In the case of a refund, from the date of the over- 
payment to a date preceding the date of the refund check 
by not more than 30 days, such date to be determined by 
the Commissioner. 

The bill adds at the end of the above, the fol- 
lowing: “whether or not such refund check is ac- 
cepted by the taxpayer after tender of such check to 
the taxpayer. The acceptance of such check shall 
be without prejudice to any right of the taxpayer to 
claim any additional overpayment and interest there- 
on.” A somewhat corresponding change is made to 
Section 177 of the Judicial Code, relating to interest 
on judgments. 


Credits and Refunds 


Section 322 of the Act of 1934 (and the 1932 and 
1928 Acts) and Section 528(c) of the 1932 Act, pro- 














Kentucky Death Tax Rates 
Increased 


NEW inheritance and estate tax law became 
effective in the State of Kentucky on April 24, 
1936, under which, as compared with the prior law, 
rates are increased, exemptions are reduced, and 
changes are made with respect to taxation of insur- 
ance, transfers of stock of domestic corporations held 
in the name of deceased nonresidents of the United 
States, etc. 
The first set of rates is applicable to transfers to 
a surviving spouse, child by blood, stepchild, adopted 
child (if adoption has occurred during infancy), 
grandchild, if the issue of a deceased child. Subject 
to certain exemptions, the Class A rates begin at 
2 per cent on a transfer not exceeding $10,000 and 
are graduated to a maximum of 16 per cent on trans- 
fers of more than $2,000,000 in value. Under the 
prior law the rates began at 2 per cent on a transfer 
having a value not exceeding $25,000 and the maxi- 
mum rate of 16 per cent applied to transfers valued 
at more than $10,000,000. 
Class B rates, which, subject to exemptions, begin 
with a rate of 4 per cent on a transfer of property 
not exceeding $10,000 and are graduated to 16 per 
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vide that no credit or refund of income tax or gift 
tax, respectively, may be made after a taxpayer files 
a petition with the Board of Tax Appeals, except 
under certain conditions therein stated. The pro- 
posed amendment would permit the Commissioner to 
make a refund or credit at any time before the 
Board’s decision is rendered. Similar amendment 
has been offered to income tax and estate tax pro 
visions of the 1926 Act. It is also provided that the 
amount of an overpayment determined by the Board 
may, to the extent acquiesced in by the Commis 
sioner, be credited or refunded before the decision 
of the Board becomes final. 

It is proposed to amend Section 3226 of the Re- 
vised Statutes, relative to suits by taxpayers, by 
adding at the end thereof the following new sentence 
regarding the effect, on the time for suit, of recon- 
sideration by the Commissioner of a claim: 


Any consideration or any action by the Commissioner 


of Internal Revenue with respect to such claim following 
the mailing of a notice by registered mail of disallowance 
shall not operate to extend the period within which suit 
may be begun. 


Estate Tax Amendments 


Under present law (the 1926 Act as amended), 
property transferred in trust or otherwise by the 
decedent during his lifetime is nevertheless subject 
to estate tax at his death if the enjoyment of the 
property was subject at the date of his death to any 
change through the exercise of a power, “either by 
the decedent alone or in conjunction with any per- 
son” to alter, amend or revoke. The bill amends 
this by changing the phrase quoted above to read: 
“by the decedent, or by any other person, or by the 
decedent in conjunction with any person.” It also 


refers to the power to alter, amend, revoke, “or 
terminate.” 








cent on transfers valued in excess of $200,000, apply 
to transfers to or for the benefit of a parent, brother, 


sister, brother or sister of the half blood, nephew, 
niece, daughter-in-law, son-in-law, grandchild being 


the issue of a living child. 


In case the transfer is to or for the benefit of any 
person or corporation not exempted from tax or 
included in Class A or Class B the rates run from 
6 per cent on a transfer valued not exceeding 
$10,000 to a maximum rate of 16 per cent on trans 
fers of a value exceeding $60,000. 


Taxation of Life Insurance Proceeds 


Proceeds payable under any life insurance policy 
or policies on the death of the assured, whether pay- 
able to a designated beneficiary or to the assured or 
his estate are taxable as a part of the legacy or lega- 
cies as distributable shares of the beneficiary or bene 
ficiaries, except that the proceeds of an insurance 
policy or insurance policies, payable to a designated 
beneficiary or beneficiaries other than the assured 
or his estate, not to exceed ten thousand dollars 
($10,000) in the aggregate is tax free under the terms 
of the Act, and the tax-free portion is to be divided 
among the beneficiaries in proportion to the proceeds 
payable to each of the respective beneficiaries. 
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Status of State General Sales Taxes as of April 1, 1936 


[Prepared by Neil H. Tacoby, Legal and Research Division, Department of Finance of the State of Illinois.] 


ARIZONA: 


Title of Tax—Excise Revenue Act of 1935, Laws 
of 1935, chapter 77. Sales tax first adopted in 
1933; Chapter 7, Laws of 1933. 

Basis of Tax—Privilege of engaging in business 
activities in the State. 

Measure of Tax—‘‘Gross Income’”’ or ‘Gross Pro- 
ceeds of Sale,” defined to mean the value pro- 
ceeding or accruing from the sale of tangible 
personal property without any deduction on 
account of the cost of property sold, expenses 
of any kind, or losses. Cash discounts taken, 
and refunds not included. 


Rate of Tax—Manufacturers, 1%; motor vehicle 

carriers, 1%; mining, quarrying and producing 
sand, gravel, oil, gas, copper and other minerals 
and timber, 1%; long distance telephone and 
telegraph messages intrastate, 1%; railroads, oil 
and gas pipe lines, private car lines, publishers 
of newspapers, magazines, printers, engravers, 
embossers, advertisers by billboard, radio or 
other means, 1%; selling tangible personal 
property at retail, 2%; restaurants, dining cars, 
fountains, etc., 1%; theatres, shows, amuse- 
ments, hotels, garages, tourists’ camps, credit 
and collection agencies, 2%; compounding, 
packing, preserving, processing and wholesaling, 
14 of 1%; license fee $1.00. 


Administration of Tax—Return of taxpayer veri- 
fied by State Tax Commission; collection made 
by State Tax Commission. 


Disposition of Tax—After deducting costs of ad- 
ministration, 15% of proceeds to Governors’ 
a Fund; the remainder to State General 
Fund. 


Period Covered by  Return—Preceding calendar 
month, and preceding tax year ending Dec. 31. 

Date Return Is Due—On or before 15 days after 
end of each month and within 30 days after 
end of year. 

Date Tax Is Due—On or before 15 days after end 
of each month. 


Flat Exemptions of Gross Receipts or Gross In- 
come—None. ‘ 


ARKANSAS: 


Title of Tax—Emergency retail sales tax, Laws of 
1935, Act 233. Sales tax first adopted in 1935. 


Basis of Tax—Sale of tangible personal property 
at retail, meals, admissions, water, gas and 
electrical energy, telephone and telegraph. 


Measure of Tax—Gross proceeds of retail sales. 
Rate of Tax—2%. 


Administration of Tax—<Assessment and _ collection 
under jurisdiction of Commissioner of Revenue. 


Disposition of Tax—35% to General State Fund, 
65% to Common School Fund of State; local, 
none. 


Period Covered by Return—Preceding calendar 
month. 


Date Return is Due—15th day of each calendar 
month, 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come—None. 


CALIFORNIA: . 
Retail Sales Tax— 


Title of Tax—Retail Sales Tax Act of 1933, Stat. 
of Cal. 1933, chapter 1020; Laws of 1935, chap- 
ters 18, 351, 355, 357. Sales tax first adopted 
in 1933. (See also Use Tax Act of 1935, below.) 

Basis of Tax—Privilege of selling tangible per- 
sonal property at retail. 

Measure of Tax—Gross Receipts’ defined as the 
total amount of the sale price of the retail sales 
of retailers, including any services that are a 
part of such sales, valued in money, whether 
received in money or otherwise, including all 
receipts, cash, credits and property of any kind 
ir nature, and also any amount for which credit 
is allowed by the seller to the purchaser. 

Rate of Tax—2¥2% up to June 30, 1935, and 
3% thereafter. 

Administration of Tax—Assessment by unsworn 
return of taxpayer, verified by State Board of 
lax Administration. Collection under direction 
of State Board of Equalization. 

Dis 

Fund. 


position of Tax—All to State Retail Sales Tax 


Period Covered by Return—Preceding quarter- 
year. Board may by regulation require other 
returns covering different periods. 

Date Return is Due—On or before 15th day of 
month succeeding each quarter. 


Date Tax is Due—Same time as return. 


Flat Exemptions of Gross Receipts or Gross In- 
come—None. 


Use Tax— 


Title of Tax—Use Tax Act of 1935; Laws of 
— Chapter 361. This tax first adopted in 

Basis of Tax—Storage, use or other consumption 
in this State of tangible personal property. 
(Supplementary to Retail Sales Tax Act. Tax 
is collectible through retailers maintaining a 
place of business in the State; otherwise, it is 
payable by users or consumers.) 


Measure of Tax—Sales price of tangible personal 
property sold to storer, user or consumer. 
Rate of Tax—3%. 


Administration of Tax—By return of taxpayer 
verified by State Board of Equalization; col- 
lection under supervision of State Board of 
Equalization. 

Disposition of Tax—State Retail Sales Tax Fund; 
local, none. 

Period Covered by Return—Preceding quarter- 


year. Board may by regulation require returns 
for other periods. 


Date Return is Due—On or before 15th day of 
month succeeding each quarter. 


Date Tax is Due—Same time as return. 


Flat Exemptions of Gross Receipts or Gross In- 
come—None. 


COLORADO: 
Retail Sales Tax— 


Title of Tax—Emergency Retail Sales Tax Act of 
1935, Laws of 1935, chapter 189. Sales tax 
first adopted in 1935. 

Basis of Tax—Privilege of selling tangible per- 
sonal property at retail. 

Measure of Tax—Gross receipts from sales and 
purchases at retail of tangible personal property 
upon intrastate telephone and telegraph service, 
gas and electricty sold for consumption and on 
the amount paid for meals. 

Rate of Tax—2%. 


Administration of Tax—Assessment and collection 
made by State Treasurer. 

Disposition of Tax—All to State Emergency Relief 
Fund. 


Period Covered by 
month. 


Date Return ts Due—On or before 15th day of 
each calendar month. 


Date Tax is Due—Same time as returns. 


Flat Exemption of Gross Receipts or Gross In- 
come——None. 


Use Tax— 


Title of Tax—Use Tax (Supplementary to Retail 
Sales Tax), Laws of 1936, S. S. H. B. No. 13, 
effective April 6, 1936. 


Basis of Tax—Use, storage or consumption of 
tangible personal property in the state pur- 
chased at retail subsequent to effective date of 
Act, excepting 
(a) Property, sale of which 

Retail Sales Tax Act. 

(b) Property purchased for resale. 

(c) Motor fuel. 

(d) Property of a non-resident. 

(e) Property subject to federal or state excise 
taxes of 12'%% per cent or more of sales 
price. 

Property used by manufacturers which be- 

comes an ingredient of property resold by 

them. 

Electricity, coal, coke, fuel oil or gas for 

industrial use. 


Measure of Tax—Purchase price. 
Rate of Tax—2%. 


Administration of Tax—Taxpayers’ returns verified 
by State Treasurer. Collection made by State 
Treasurer, 


Return—-Preceding calendar 


is taxable under 


(f) 


(g) 


Disposition of Tax—Not to exceed 10% of receipts 
to Treasurer for administration. Remainder to 
State Public Welfare Fund. 


Period Covered by Return—Preceding calendar 
month. 


Date Return Is Due—On or before 15th day of 
each month. 


Date Tax Is Due—Same time as return. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 


CONNECTICUT: 


Title of Tax—Unincorporated Mercantile Busi- 
ness and Manufacturing Tax; Revenue Code, 
1930, chapter 75, sections 1340 to 1351; Laws 
of a S. B. No. 211. Tax first adopted 
in a 


Basis of Tax—Carrying on unincorporated mer- 
cantile, manufacturing, amusement or motor 
transportation business. 


Measure of Tax—Gross income trom all sources 
within State. 


Rate of Tax—Manulacturing, motor transporta- 
tion, amusement or retail business, $1 each on 
$1,000 or fraction thereof of gross income; 
wholesale business, 25¢ on each $1,000 or frac- 
tion thereof of gross income. 

Administration of Tax—Assessment 
tion made by Tax Commissioner. 

Disposition of Tax—-State, 50% ; local, 50% 
tributed according to population). 

Period Covered by Return—Year last preceding 
the close of taxpayer’s income year (Dec. 31 
unless otherwise permitted). 

Date Return is Due—Within 75 days of close of 
taxpayer’s income year. “Tax year’ ends 
December 31, or taxpayer may use own account- 
ing period optionally on approval by Commis- 
sion. 

Date Tax is Due—-Same time as returns. 


Flat Exemption of Gross Receipts or 
come—None. 


and collec- 


(dis- 


In- 


Gross 


DELAWARE: 


Title of Tax—Merchants’ and Manufacturers’ Li- 
cense Taxes, Code 1915, T. 3, Chapter 6, article 
13, Sections 161-165; Laws of 1917, Chapter 11; 
Laws of 1919, Chapter 23; Laws of 1935, Chap- 
ter 6, H. B. 367. ‘Tax first adopted in 1915. 

Basis of Tax-—Privilege of engaging and continu- 
ing to engage in the occupations of manufac- 
turing, and of buying and selling goods at 
wholesale and retail. 

Measure of Tax—Flat 
purchases or sales. 

Rate of Tax——Merchants, $5 plus 1/10% of aggre- 
gate cost value of merchandise in excess of 
$5,000; manufacturers, 1/40% of aggregate 
gross receipts; wholesalers of grain, fruit and 
vegetables, $5 plus 2/10% of aggregate cost 
value of commodities purchased. 

Administration of Tax—Self-assessment by tax- 
payers under affidavit; collection under super- 
vision of State Tax Department. 

Disposition of Tax-—State, all; local, none. 

Period Covered by Return—Entire vear last pre- 
ceding June 1 annually. 

Date Return is Duc 
ally. 

Date Tax is Due- 


Flat Exemption of 
come—None. 


tax plus gross value of 


On or before June 1 annu 


On or before June 1. 
Receipts or 


Gross Gross In 


IDAHO: 


Title of Tax—Cv-operative Emergency Revenue 
Act; Laws of 1935, Ist S. S., Chapter 12. Sales 
tax first adopted in 1935. 

Basis of Tax—Sale of tangible personal property 
at retail. 

Measure of Tax—Gross 
retail. 

Rate of Tax—2%. 

Administration of Tax—Assessment and collection 
under supervision of Commissioner of Finance. 


Disposition of Tax—All Cooperative Emergency 
State Revenue Fund; local, none. 


receipts from sales at 
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Period Covered by 
month. 


Date Return is Due—15th day of each calendar 
month. 


Date Tax is Due—Same time as returns. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 


Return—Preceding calendar 





ILLINOIS: 


Retailers’ Occupational Tax— 


Title of Tax—Retailers’ Occupational Tax; Laws 
of 1933, S. B. 665; Laws of 1935, S. B. Nos. 207, 
245, 535, 600; Laws, 4th S. S., H. B. 1. [See 
Public Utility Tax Act, below.] Sales tax first 
adopted in 1933. 


Basis of Tax—Privilege of engagin 
ness of selling tangible persona 
retail. 


Measure of Tax—‘Gross receipts,” or total selling 
price or amount of a sale, including considera- 
tion for a sale valued in money, whether re- 
ceived in money or otherwise, including cash, 


in the busi- 
property 


credits, services and property of every kind 
and nature. 
Rate of tax—3% until December 31, 1936; 2% 


thereafter. 


Administration of Tax—-Sworn return of taxpayer 
verified by Department of Finance. Collection 
made by State Department of Finance. 

Disposition of Tax—One-third of amount collected 
while 3% rate is in effect goes to the State 
Emergency Relief Fund in the Treasury. Bal- 
ance goes to Occupational ‘Tax Fund for sundry 
state purposes. 


Period Covered by Return—Preceding calendar 
month. 


Date Return is Due—On or before 15 days after 
end of each calendar month. 


Date Tax is Due—Same time as returns. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 


Public Utility Tax— 


Title of Tax—Public Utility Tax Act, Laws of 


1935, S. B. 209. 


Basis of Tax—Privilege of transmitting telephone 
or telegraph messages, or of engaging in the 
business of distributing, supplying, furnishing 
or selling water, gas or electricity to persons 
for domestic or commercial consumption and not 
for resale. 


Measure of Tax—Gross receipts. 

Rate of Tax—3%. 

Administration of Tax—Return of public utility, 
verified by State Department of Finance; col- 
lection under jurisdiction of State Department 
of Finance. 

Disposition of Tax—State. All receipts on account 
of business done prior to January 1, 1937, go 
to Emergency Relief Fund; thereafter to Gen- 
eral Revenue Fund. 

Period Covered by 
month. 


Date Return is Due—On or before 15th day of 
each calendar month. 


Date Tax is Due—Same time as returns. 


Flat Exemption of Gross Receipts or 
come—None. 


Return—Preceding calendar 


Gross In- 





INDIANA: 


Title of Tax—Gross Income Tax Act of 1933; 


Laws of 1933, Chapter 50. Sales tax first 
adopted in 1933. 


Basis of Tax—Engaging in business in the State. 
Measure of Tax—Entire gross income of all resi- 


dents, and such gross income of non-residents 
as is derived from sources within Indiana. 


Rate of Tax—(1) Manufacturers, and producers 
of oil, gas, stone, coal, sand, gravel, minerals, 
timber, and agricultural products, 14%; (2) 
wholesalers and jobbers of tangible personal 
property selling for resale, 144%; (3) producers 
and distributors of electrical energy, and gas, 
and operators of steam and electric railways, 
public motor vehicle carriers, pipe lines, tele- 
phone and telegraph, water and sewerage systems, 
1%; (4) operators of banks, trust companies, 
insurance, small loans, and finance houses, 1%: 
(5) professions, personal services, sales of real 
estate, funds received from performance of con- 
tracts, investment of capital, and all other re- 
ceipts, 1%. 

Administration of Tax—Sworn return of taxpayer, 
verified by Department of Treasury; collection 

under supervision of Department of Treasury. 


at | 
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Disposition of Tax—All to State General Fund. 


Period Covered by Rceturn—Preceding quarter- 
year, except where tax liability does not exceed 
$10 in any quarter-year, then preceding year 
ending Dec. 31st. 


Date Return is Due—On or before 15th day of 
month next succeeding close of each quarter; 
or on or before 30th day of month succeeding 
end of tax year (Dec. 31st) where annual return 
is made. 

Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come—$1,000 annually, pro-ratable monthly. 


IOWA: 


Title of Tax—Retail Sales Tax; Property Relief 
Act, Division IV; Laws of 1933, Chapter 82. 
Sales tax first adopted in 1934. 


Basis of Tax—Sales of tangible personal property 
at retail to consumers or users; furnishing of 
gas, electricity, water and communication’ serv- 
ice; sale of admissions to places of amusement 
and athletic events. 

Measure of Tax—Gross receipts. 

Rate of Tax—2%. 


Administration of Tax—Returns of taxpayer sub- 
ject to revision by State Board of Assessment 
and Review; collection under jurisdiction of 
State Board of Assessment and Review. 


Disposition of Tax—3% to General State Fund, 
next $3,000,000 during 1934 to Emergency Relief 
Fund; on Jan. 1, 1935 and quarterly thereafter 
$1,500,000 for current expenses; balance to 
counties; local, none. 

Period Covered by 
year. 


Date Return is Due—On or before 20 days after 
the end of each quarter. 


Date Tax is Due—On or before 20 days after the 
end of each quarter. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 


Return—-Preceding quarter 


MICHIGAN: 


Title of Tax—General Sales Tax Act, Laws of 
1933, Chapter 167; Laws of 1935, Act No. 77. 
Sales tax first adopted in 1933. 


Basis of Tax—Privilege of engaging in the busi- 
ness of making sales of tangible personal prop- 
erty at retail. 

Measure of Tax—Gross proceeds, or amounts re- 
ceived in money, credits, property or other 
money’s worth in consideration of sales at 
retail. Credits or refunds for returned goods 
may be deducted. 

Rate of Tax—3%. 


Administration of Tax—Return of taxpayer veri- 
fied by State Board of Tax Administration; 
collection also under supervision of State Board 
of Tax Administration. 


Disposition of Tax—All to State General Fund. 


Period Covered by Return—Preceding calendar 
month for monthly returns; preceding tax year 
for annual returns. 


Date Return is Due—On or before 15th day of 
each month and on or before 30 days after end 
of the tax year. (Tax year is State fiscal year 
unless otherwise permitted.) 

Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come—$600 per annum, or $50 per month. 





MISSISSIPPI: 


Title of Tax—Emergency Revenue Act of 1934; 
Laws of 1934, Chapter 119, effective March 1, 
1934; amended by H. B. Nos. 559 and 597, ef- 


fective March 26, 1936. Sales tax first adopted 
in 1929. 


Basis of Tax—Privilege of engaging in business 
(personal, professional, and corporate) with ob- 
ject of gain. 


Measure of Tax—Gross income or gross proceeds 


of sales, without deduction of cost of property 
sold, expenses of any kind, or losses. 


Rate of Tax—Producers: Oil, limestone, sand, 
gravel, mineral products, timber, 2% of sale 
value; natural gas, 244% of sale value. Manu- 
facturers: Brick, drain tile, building tile, sewer 
pipe, portland cement, portland cement prod- 
ucts, clay products, bottled soft drinks, 1% of 
sale value; ice factories, cotton seed oil mills, 
%% of sale value; feed and feed stuffs, 44%; 
all others, 144%. Wholesalers and Jobbers of 
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tangible property, 1% of gross proceeds oj 
sale. Retailers in tangible property, 2% oj 


gross proceeds of sale; automobile dealers, 1¢% 
of gross proceeds of sale. Public Utilities— 
Electricity, electric lights, current, power o; 
as, natural or artificial, furnished to consumers 
or industrial purposes, 1% of gross income: 
gas and/or electricity sold for other purposes, 
2% of gross income; telegraph, telephone, rail. 
road, sleeping cars, expressing, pipe line, motor 
vehicles over fixed termini for hire, water or 
public sewerage system, street railways, 2% of 
gross income. Contractors, 1% of gross in. 
come. Pasteurized milk dealers, 


1% of QTOss 
proceeds of sale. All other businesses, 2% of 
gross income. 


Administration of Tax—Assessment 
tion made by State Tax Commission. 


Disposition of Tax—All to State. 


Period Covered by Return—Year last preceding 
close of tax year. [‘‘Tax year” ends December 
31, or taxpayer may use own accounting period 
optionally on approval by Commission. ] 
ceding month and preceding quarter year. 

Date Return is Due—Monthly within 15 davs after 
close of month, and annually within 30 days 
after close of the year. Where monthly tax 
does not exceed $10, returns and _ remittances 
required quarterly instead of monthly. License 
to be obtained annually (May 30) for fee of $1. 
Taxpayer estimates tax due monthly or quar- 
terly, and deducts payments made at _ these 
dates from the amount of tax accurately com. 
puted to be due at the end of the taxable year. 


Date Tax is Due—With returns. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 


and collec 





Pre. 


MISSOURI: 


Title of Tax—Emergency Revenue Act of 1935; 
Laws, Ist Special Session 1933, H. B. No. 5, 
effective from January 15, 1934, until August 
27, 1935; Laws of 1935, H. B. No. 198. Sales 
tax first adopted in 1934. 


Basis of Tax—Retail sale of tangible personal 
property; admissions; sales of electrical cur- 
rent, water and gas to domestic, commercial 
or industrial consumers; telephone or telegraph 
service, including leasing or rental of equip- 
ment; advertising by billboard, publication, 
advertising devices, radio broadcasting, stereop- 
tican or motion picture; cleaning, pressing or 
dyeing; transportation of persons or freight for 
hire; rooms, meals and beverages. 


Measure of Tax—Amount paid or charged. 

Rate of Tax—1%. 

Administration of Tax—Return of taxpayer sub- 
ject to revision by State Auditor; collection 
under supervision of State Auditor. 


Disposition of Tax—All to ordinary State revenue 
fund; local, none. 


Period Covered by Return.—Previous month. 


Date Return is Due—15th day of each month. 
Annual returns are also required to be filed on 
or before 60 days after the end of the calendar 
year, showing all taxes remaining unpaid dur- 
ing the year. Upon selling or quitting business 
a final return is due 15 days thereafter, report- 
ing any tax remaining unpaid. 

Date Tax is Due—15th day of each month. 


Flat Exemption of Gross Receipts or Gross In- 
come—None. 





NEW MEXICO: 


Title of Tax—Emergency School (Occupation) 
Tax Act of 1934; Laws of 1934, Chapter 7 (lst 
special session, 1933); Laws of 1935, Chapter 
73. Sales tax first adopted in 1933. 

Basis of Tax—Privilege of doing business. 

Measure of Tax—Amount or volume of business 
done, as measured by gross receipts therefrom. 

Rate of Tax—Production of oil, gas and potash, 


2% of value. Production of other resources’, 
Y% of 1% of value. 


1 Producers who refine, smelt, reduce, compound, 


manufacture or otherwise prepare for sale or use 
manufactured or partly manufactured products, min- 
erals, timber or other natural resource products, s° 
that the character or condition thereof is materially 
changed, are not required to pay this tax, where 
they are taxable as refiners, smelters, reducers, etc., 
and where the value of such products is included in 
the measure of such tax. Likewise, producers who 
sell such minerals, timber, or other resource products 
to a person engaged in the business of refining, 
smelting, reducing, compounding, manufacturing oF 
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Manufacturing 
Smelting 
Refining 
Reducing 
Processing 
Compounding 
Fabricating 
Packing 
Preserving 
Distilling 
Preparing for sale 

or commercial use 
Making material products 


Smelting, refining, producing, or processing oil 
or potash, % of 1%; sales at wholesale, % of 
1%; retail sales,? 2%; retail sales of vehicles, 
14 of 1%; retail sale of trucks or tractors, 4%; 
furnishing electricity or gas, 2%; furnishing 
electricity or gas for industrial purposes, 4%; 
transmitting messages, 2%; transporting per- 
or property, 2%; contracting,? 1%; public 
amusements,* 2%; professional services, 2%; 
non-professional services,> 2%; sales of insur- 


ance or real estate, 2%; brokers and agents,® 
207% 
< Ce 


1%Z of 1%. 


sons 


Administration of Tax—Application of taxpayer 
for license; collection under jurisdiction of State 
Tax Commission. 


Disposition of Tax—Taxes, penalties, interest and 


license fees to State Treasurer and by him 
placed in Emergency School Fund. Amounts 
paid under protest shall be placed in Emer- 


gency School Suspense Fund. $25,000 and 3% 
of moneys collected for enforcement expenses. 
$30,000 and moneys paid under protest, for re- 
funds; local, remainder of moneys paid into 
Emergency School Fund to counties for support 
of public schools. 

Period Covered by Return—Preceding calendar 
month. Final return is summary of monthly 
returns for duration of Act. 


Date Return is Due—On or before 15th day of 
month, and within 30 days after June 30, 1935. 

Date Tax is Due-——-On or before 15th day of 
month. 


Flat Exemption of Gross Receipts or Gross In- 





NEW YORK CITY: 


[Because of its large population, general sales 
taxes of New York City are included in this 
oe of State General Sales Taxes, although 

ther muni ty gencral sales taxes, effective in 
( harleston, Va., Kansas City, Mo., St. Louis, 
and ye The are excluded. ] 


Retail Sales Tax— 


Title of Tax—Retail Sales 
Local Laws No. 20, 24; Laws of 1935, Local 
Law No. 29. Sales tax first adopted in 1934. 


Basis of Tax—(1) Sale of tangible personal prop- 
erty at retail, except sales of specified food 
products, water delivered through mains and 
pipes, drugs and medicines sold upon physician’s 
prescription, and newspapers and periodicals; 
and (2) sales of gas, electricity and steam, and 
gas, electric, steam, telephone and telegraph 
service, for domestic or commercial consump- 
tion, and food, drink and entertainment in res- 
taurants, cafes and other establishments where 
entertainment, in addition to food and drink is 
furnished to patrons. 


Measure of Tax—‘Receipts” of vendor, who is 
made liable for collection of tax from consum- 
ers. “Receipts” means ‘total amount of sale 
price of all property and service specified in 
Section 2 of this local law, valued in money, 
whether received in money or otherwise, in- 

otherwise preparing for sale or use as manufactured 
partly manufactured products, such minerals, 
timber or other natural resource products, are not 
required to pay this tax, where they are taxable 
as refiners, smelters, reducers, etc. 

?Sales of coal in car-load lots are considered as 

wholes ale sales. 

>The cost of materials used in the performance 

of such contracts is deducted from gross receipts 
when such materials have been taxed by virtue of 
their sale at retail. 

‘Religious institutions, 

exempt from this tax. 

‘The gross receipts of the business of publishing 

newspapers or magazines includes only the amounts 
receive -d from the sale of advertising space. 

®Where merchandise is sold by a factor acting 

as a manufacturer’s representative, or intermediary, 
working on a commission basis in lieu of salary, and 
who at no time has possession of the merchandise 
sold, the commission of such factor is not taxable. 
Likewise, a merchandise broker who buys and sells 
merchandise for his own account, is considered a 
wholesaler or retailer and is taxable as such. 


Tax, Laws of 1934, 


e 





schools and colleges are 


STATE GENERAL 








SALES TAXES 


cluding all receipts, cash, credits and property 
of every kind or nature, and also any amount 
for which credit is allowed by the seller to the 
purchaser.” 


Rate of Tax—2% of receipts of vendor. 

Administration of Tax—Return of vendor or per- 
son rendering taxable service verified by City 
Comptroller: collection under supervision of 
Comptroller of the city of New York. 

Disposition of Tax—State, none. 

Period Covered by Return—\1st return, December 
10, 1934, February 28, 1935; 2nd return, March 
1, 1935, May 31, 1935; 3rd return, June 1, 
1935, August 31, 1935; 4th return, September 
1, 1935, December 31, 1935, etc. 

Date Return is Due—Within 30 days after ex- 
piration of period for which return is made. 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or 
come.—None. 


Gross In- 


Gross Receipts Tax—- 


Title of Tax—Gross Receipts Tax, Laws of 1934, 
ee No. 17; Laws of 1935, Local Law 
No. 32. 


Basis of Tax—Privilege of carrying on or exer- 
cising for gain or profit within City of New 
York any trade, business, profession, vocation 
or commercial activity or financial business. 


Measure of Tax—(1) “Receipts” of a trade, busi- 
ness, profession, vocation or commercial activ- 
itv, in excess of $15,000 per annum. (2) 
“Gross Income” of a financial business in ex- 
cess of $5,000 per annum. 


Rate of Tax—(1) 1/10% of receipts. (2) 1/5% 
of gross income. ‘Gross receipts’ includes 
gross amount of charge received without deduc- 
tion of costs. ‘Gross income” includes gross 
amount of selling price received less cost of 
property sold. 


Administration of Tax—Sworn return of taxpayer, 
verified by Comptroller of City of New York; 
collection under supervision of Comptroller of 
City of New York. 


Disposition of Tax—All goes to New York City. 
Period Covered by Return—Preceding calendar 
year. 


Date Return Due—On or before March 15, 
on or before June 15, 1936. 


Date Tax is Due—Same time as return. 


Flat Exemptions of Gross Receipts or Gross In- 
come—$15,000 gross receipts, $5,000 gross in- 
come annually, pro-ratable. 


Public Utilities Excise Tax— 


Title of Tax—Public Utilities Excise Tax, Laws 
of 1934, Local Law No. 21; Laws of 1935, 
Local Law Nos. 2, 30. 


Basis of Tax—Privilege of exercising its fran- 
chises, or of holding property or of doing 
business in the City of New York by a public 
utility or by any person engaging in the busi- 
ness of furnishing or selling gas, electricity, 
steam, water, refrigeration, telephone or tele- 
graph service. 


Measure of Tax—‘‘Gross operating income,” in- 
cluding receipts from sales (except real prop- 
erty) or services made or furnished in New 
York City; profits from sale of securities or of 
realty or of personalty, receipts from interest, 
dividends and royalties. 

Rate of Tax—3%. 


1935; 





Sworn return of taxpayer 
verified by Comptroller of City of New York; 
collection made by Comptroller of City of New 
York. 


Disposition of Tax—State, none; local, all to sep- 
arate fund within General Fund of City of New 
York. 


Period Covered by 
month. 


Date Return Due—On or before 25th day of each 
month. 


Date Tax is Due—Same time as return. 


Flat Exemptions of Gross Reccipts or Gross In- 
come.—None. 


Return—Preceding calendar 


Special Personal Property Tax— 


Title of Tax—Personal Property Tax; Laws of 
1934, Local Law No. 25; Laws of 1935, Local 
Laws No. 13, 31. 


Basis of Tax—Ownership of specified items of 
personal property situated or owned in New 
York City, when (a) purchased after January 1, 
1934, (b) of a value more than $100, excepting 
building supplies, (c) retail sales tax has not 
been paid on its sale to present owner, (d) 
not a bona fide work of art, (e) not manufac- 
tured in City of New York by a manufacturer 
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who will pay Retail Sales Tax, (f) not pur- 
chased for a dealer’s stock held for resale. 
(This Act is complementary to the Retail Sales 
Tax Act.) 


Measure of Tax—Value of personal property, 
taken as actual purchase price, or as Comp- 
troller shall direct. 

Rate of Tax—2%. 

Administration of Tax—Self-assessment verified 
by Comptroller; collection also under super- 
vision of Comptroller of City of New York. 

Disposition of Tax—State, none; all to local un- 
employment relief fund. 

Period Covered by Return—Generally, 
quarter year. 

Date Return Due—Within 15 days after end of 
each quarter. 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or 
come.—None. 


preceding 


Gross In- 


NORTH CAROLINA: 


Title of Tax—Gross Sales Tax on Wholesale and 
Retail Merchants, Article V. Schedule ‘“‘E” 
Emergency Revenue Act of 1933; Revenue Act 
of 1935, Chapter 371, 447. Sales tax first 
adopted in 1933. 


Basis of Tax—Privilege of engaging or continuing 
in business of merchandising. 


Measure of Tax—‘‘Gross Sales,” defined as sum 
total of all sales * * * reckoned at the 
price at which such sales were made, whether 
for cash or on time, and if on time, the price 
charged for such sales without allowance for 
each discount. 


Rate of Tax—Wholesale merchants, $1 annual 
license fee plus 1/20% of gross sales—minimum 
tax $12.50 for any 6-month period; retail mer- 
chants, $1 annual license fee plus 3% of total 
gross sales. 


Administration of Tax—Return of taxpayer au- 
dited by Commissioner of Revenue; collection 
under jurisdiction of Commissioner of Revenue. 

Disposition of Tax-—All to State General Fund. 

Period Covered by Return—Preceding month. 


Date Return is Due—On or before 15th day of 
each month. 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come.—None. Gross amount of sales of flour, 
meal, meat, lard, milk, molasses, salt, sugar and 
coffee exempted, if separately recorded by mer- 
chants. 


NORTH DAKOTA: 


Title of Tax—Retail Sales Tax; Laws of 1935, 
Chapter 276. Sales tax first adopted in 1935. 


Basis of Tax—Privilege of selling tangible per- 
sonal property at retail, gas, electricity, water 
and communication service and admissions. 


Measure of Tax—Gross receipts. 

Rate of Tax—2%. 

Administration of Tax—State Commission; collec- 
tion under supervision of State tax commission. 

Disposition of Tax—All to State Treasury. 

Period Covered by Return—Preceding quarterly 
period. 

Date Return is Due—On or before 20th day of 
the month following each subsequent quarter. 

Date Tax is Due—Same time as returns. 


Flat a of Gross Receipts or Gross In- 
come.—None. 


OHIO: 


Retail Sales Tax— 


Title of Tax—Retail Sales Tax, Am. H. B. No. 
134, 2nd special session, 1934; amended by 
H. B. 114 and 121 and S. B. 16, 68 and 329 


Reg. session 1935; also H. B. 372, 590, Ist 
S. S. 1935. [See also complementary tax be- 
low.] Sales tax first adopted in 1934. 


Basis of Tax—Retail sale of tangible 
property. 

Measure of Tax—Amount of retail sale. 

Rate of Tax—Less than 9¢, no tax; 9¢ to 40¢, 1¢ 
tax; 41¢ to 70¢, 2¢ tax; 71¢ to $1.00, 3¢ tax; 
more than $1.00, 3¢ tax on each $1.00 of selling 
price and same schedule as above for frac- 
tional parts of $1.00. 
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Administration of Tax—Assessment by State Tax 
Commission; collection made by State Treas- 
urer, his designated agents, and County Treas- 
urers through sale of prepaid tax cards or 
receipts to retail vendors, who are held liable 
for collection of tax from consumers. 


Disposition of Tax—County poor relief excise 
fund $4,000,000 in 1935 and 1936. Costs of ad- 
ministering this Act plus any additional amounts 
appropriated by Act of legislature to General 
Revenue Fund. 

Period Covered by Return 

Date Return is Due—No return required. 


Date Tax is Due—Vendors required to purchase 
and keep on hand at all times prepaid tax cards 
or receipts in suitable denominations and in 
amounts sufficient to supply the normal require- 
ments of their business. 

Flat Exemptions of Gross Receipts o1 
come—None. 


Use Tax— 

Title of Tax-—Storage, Use or 
Laws of 1935, H. B. No. 590. 

Basis of Tax—Storage, use or consumption of 
tangible personal property in Ohio, with respect 
to which Retail Sales Tax not paid. (This Act 
is complementary to the Retail Sales Tax.) 

Measure of Tax—Purchase price of property. 

Rate of Tax—-Same as Retail Sales Tax. 

Administration of Tax 
storing 


No return required. 


In- 


Gross 


Consumption Tax, 


r—Returns of persons using, 
or consuming, verified by Tax Com- 


mission; collection under jurisdiction of Tax 
Commission. 

Disposition of Tax—State Public School Fund, 
after costs of administration deducted; local, 
none. 

Period Covered by Return—Preceding quarter- 
year. 

Date Return is Due—On or before 15th day of 


month succeeding quarter. 
Date Tax is Due—-Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come.—-None. 


OKLAHOMA: 


Title of Tax—Oklahoma Consumers Tax Law of 
1935; Laws of 1933, Chapter 196; Laws of 
1935, Chapter 66. Sales tax first adopted in 
1933. 


Basis of Tax—Sales of specified services and other 
intangibles and sales of tangible personal prop- 
erty at retail to consumers or users. Specified 
services and intangibles comprise sales of: 
Tickets to amusements, gas and electricity, tele- 
phonic service, telegraphic service, service in 
radiocasting, foods, drinks and’ confections. 

Measure of Tax—‘Gross proceeds of sales,” 
whether received in cash or in other valuable 
considerations. 

Rate of Tax—1%. 


Administration of Tax—Sworn return of taxpayer 
audited by State Tax Commission; collection 
under supervision of State Tax Commission. 

Disposition of Tax—5% to State 
95% to State General Fund. 


Period Covered by Return—Preceding calendar 
month. 
Date Return is Due—On or before 20th day of 


each calendar month. 
Date Tax is Due—Same as returns. 


Flat Raomgtone of Gross Receipts or Gross In- 
come.—None. 


PENNSYLVANIA: 
Title of Tax—Mercantile License Tax,’ P. L. 
1899, No. 184; P. L. 1907, Nos. 117, 175, 244; 
P. L. 1925, Nos. 372, 700; P. L. 1929, Nos. 
681, 685, 1709; Purdon’s Penn. Statutes Title 
72, Sections 2621-2861. 


Basis of Tax Privilege of engaging in mercan- 
tile business, wholesale, retail, or at exchange. 


Measure of Tax—Flat tax gross value of 
sales. 


Rate of Tax—Wholesale dealers, $3, plus % mill 
on each dollar of business transacted; retail 
dealers, $2, plus 1 mill on each dollar of busi- 
ness transacted; dealers at exchanges, 25¢ on 
each $1,000 of gross sales. 


™P. L., 2nd Special Session 1932, No. 53 imposed 
a tax upon sales of tangible personal property at 
retail. This was for emergency relief purposes, and 
expired February 28, 1933. 


plus 
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Tax Commission, | 











THE TAX MAGAZINE 


diction of Department of Revenue through Mer- 
cantile Appraisers; collection under supervision 
of County Treasurer (except in Philadelphia,— 
city treasurer). 

Disposition of Tax—All to State General Fund. 


Period Covered by Return—Fractional part of 
year, gross business during first month after 
commencing business times number of months 
to April 30; each full year, gross business dur- 
ing first month after May 1 times 12. 


Date Return is Due—Within 10 days after receipt | 


of blank annually or within 40 days after com- 
mencing business. 


Date Tax is Due—Cities of first class, on or before 
culy 1; other than cities of first class, 
efore August 1. 

Flat Exemptions of Gross Receipts or Gross In- 
come—Exemptions include: (1) 
(a) who do not maintain a separate store or 
warehouse for the purpose of vending wares, 
and (b) when vending wares not of their own 
manufacture up to a maximum of $500 per an- 
num. (2) Importers of foreign goods, selling 
the same in the original packages as imported. 
(3) Persons selling articles of their own growth, 
produce or manufacture. (4) Farmers selling 
their own produce in stalls, or otherwise, in 
cities of the first class. 


SOUTH DAKOTA: 


Title of Tax—Retail Occupational Sales Tax; Laws 
of ae Chapter 205. Sales tax first adopted 
in 193 


Basis of Tax—Privilege of, selling tangible per- 
sonal property, gas, electricity, water, communi- 
cations, and admissions at retail. 


Measure of Tax—Gross receipts. 
Rate of Tax—2%. 


Administration of Tax—Assessment and collection 
under jurisdiction of Director of Taxation. 


Disposition of Tax—All to State General Fund. 


Period Covered by Return—Preceding calendar 
month 

Date Return is Due—15th day of each calendar 
month. 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come.—None. 


UTAH: 

Title of Tax—-Emergency Revenue Act of 1933, 
Laws Special Session 1933, Chapter 63; 2nd 
Special Session 1933, Chapter 20; Laws of 
1935, Chapters 91, 92. Sales tax first adopted 


in 1933. 


Basis of Tax—Sale at retail of tangible personal 
property, and certain services to consumers. 


Measure of Tax—Purchase price paid or charged, 
and in case of exchanges of property, consid- 
eration of fair market value paid or charged. 

Rate 

sonal property ; on malt syrups or extracts, 10% 

of purchase price paid or charged; 2% 


amount paid to common carriers, telephone and 


Administration of Tax—Assessment under juris- | 


on or | 


manufacturers | 


















of Tax—2% on retail sales of tangible per- | 


of | 


telegraph companies, gas, electric and heat com- | 
panies for domestic or commercial consumption ; | 


to restaurants, hotels, 
of public amusement. 

Administration of Tax—Unsworn return of tax- 
payer checked by State Tax Commission ; collec- 
tion also made by State Tax Commission. 

Disposition of Tax—State Emergency Relief Fund. 

Period Covered by Return—Preceding calendar 
month; if total tax liability not in excess of $10 
for any month, preceding quarter. 

Date Return is Due—On or before 15 days after 
end of calendar month; or in case quarterly 
returns filed, on or before 15 days after end 
of each quarter. 

Date Tax is Same time as returns. 


Flat Exemptions of Gross Receipts or 


etc., for meals; to places 





Gross In- 


come—None. 
VIRGINIA: 
Title of Tax—Merchant’s License Tax, Code of 
1887, par. 535; Tax Code, 1930, Chapter 14, 
par. 188. 


Basis of Tax—Privilege of prosecuting any busi- 
ness as a merchant. 


Measure of Tax—Value of gross purchases. 





June, 1935 


Rate of Tax—Merchants, not over $1000—$10. 
over $1000 and not over $2000—$20; over $2009) 
not over $100,000—$20 on Ist $2000 and 20¢ 
per $100 on excess; over $100,000—$20 on 15 
$2000, 20¢ per $100 from $2000 to $100,000. 
and 10¢ per $100 on all excess. 


Administration of Tax—Self-assessment. Checked 
by Commissioners of the Revenue; collection 
under supervision of County or City Treasurer, 

Disposition of Tax—All goes to State Treasury, 

Period Covered by Return- 
January 1 annually. 

Date Return is Due—Within 10 days of January | 

Date Tax is Due—Within 10 days of January 1. 

Flat Exemptions of Gross Receipts or Gross In 
come—Ch. 18, Acts of 1930, exempts wholesale 
cotton buyers of ginned cotton from merchants’ 
license tax and imposes in lieu thereof an an. 
nual tax on purchases of ginned cotton of $100 
if purchases during preceding year do not ex. 
ceed 1000 bales, otherwise $100 plus 2¢ for 
each bale purchased during the year in exces; 
of 1000 bales. Ch. 468, Acts of 1930, exempt: 
dealers in cotton and peanuts from merchants’ 
license tax, state tax on capital employed in the 
business, and imposes in lieu thereof an annual 
state license of: $10, if commissions and gross 
profits did not exceed $200; $10 plus $5, on each 
$100 or fraction thereof of gross commissions 
and gross profits exceeding $200 but not exceed- 
ing $1000; $50 plus $1 for each $100 or fraction 
thereof of gross commissions and gross profits 
exceeding $1000. 


-Year next preceding 


WASHINGTON: 
Business and Occupation Tax— 
Title of Tax—Business and Occupation Tax; Law: 
of 1933, H. B. No. 92; Laws of 1935, Chapter 


180, Title II. Sales tax first adopted in 1933. 

Basis. of. Tax—Privilege of engaging in business 
activities in the State. 

Measure of Tax—‘‘Gross income” or ‘‘gross pro- 
ceeds of sales,” or gross value of products. 

Rate of Tax—Extractors, 14% of value of prod- 
ucts; manufacturers, 44% of value of products; 
sales at retail, 144% of gross proceeds; sales 
at wholesale, 14% of gross proceeds; warehouse 
distributors, 12% value of products distributed; 
all other businesses or occupations, 12% of 
gross income. 

Administration of Tax—Returns of taxpayer veri- 
fied by Tax Commission; collection under super- 
vision of State Tax Commission. 

Disposition of Tax—All to State. Treasurer fo 
deposit in current State School Suspense Fund, 
from which $10,000 appropriated for refunds, 
$450,000 for administrative expense. Balance of 
receipts to current State School Fund_ until it 
reaches $12,500,000, whereupon excess deposited 
to State General Fund. 

Period Covered by Return—Preceding two months. 


Date Return is Due—On or before 
succeeding 2-month periods. 
Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
come—Exclusive retailers whose bi-monthly 
gross proceeds are less than $1000 are exempt. 
Other businesses or occupations whose gross 
proceeds or gross income bi-monthly is less 
than $400 are also exempt. 


Retail Sales Tax— 


Title of Tax—-Retail Sales 
Chapter 180, Title ITT. 
in 1935. 


Basis of Tax—Privilege . of 
sonal property at retail. 
Measure of Tax—-Selling price. 

Rate of Tax—2%. 


Administration of Tax—Assessment and collection 
made by State Tax Commission. 


Disposition of Tax—aAll to State. 

Period Covered by Return—Preceding 2 months. 
Date Return Due—15th day of following month 
Date Tax is Due—Same time as returns. 


15th of month 


Tax; Laws of 1935, 
Sales tax first adopted 
tangible 


selling pet 


Flat Exemptions of Gross Receipts or Gross I) 
come—None. 

Compensating Tax— 

Title of Tax—Compensating Tax; Laws of 1935, 


Chapter 180, Title IV. 


Basis of Tax—Privilege of using in Washington 
any article of tangible personal property put 
chased subsequent to April 30, 1935, excepting 

(1) by non-residents, (2) property purchase 

other than at retail, (3) property on the sale 

or use of which a tax equal to or in excess of 
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2% has already been imposed, (4) property 
purchase value of which is less than $20 in 
any calendar month. (This tax is complemen- 
tary to the Retail Sales Tax.) 

Measure of Tax—Purchase price. 

Rate of Tax—2%. 


Administration of Tax—Return of taxpayer veri- 
tied by State Tax Commission; collection un- 
der supervision of State Tax Commission. 

Disposition of Tax—All goes to State. 

Period Covered by Return—Preceding calendar 
month. 

Date Return Due—On or before 15 days after end 
of calendar month. 


Date Tax is Due—Same time as returns. 
Flat Exemptions of Gross Receipts or Gross In- 
come—None. 


WEST VIRGINIA: 


Business and Occupation Tax— 


Title of Tax—Business and Occupation Tax; Acts 
of 1921, Chap. 110; Code of 1923, Chap. 31A; 
Acts Ex. Session of 1925, Chap. 1; Code of 
1931, Chap. 11, Article 13 repealed; Acts of 
1933, Chap. 33; Laws of 1935, Chap. 86. Sales 
tax first adopted in 1921, 

Basis of Tax—Privilege of engaging in business 
activities. 

Measure of Tax—**Gross income”’ or “gross pro- 
ceeds of sales.” “Gross income’’ defined as the 
gross receipts of the taxpayer received as com- 
pensation for personal services and the gross 
receipts of the taxpayer derived from trade, 
business, commerce or sales and the value pro- 
ceeding or accruing from the sale of tangible 
property (real or personal), or services or both, 
and all receipts, actual and accrued, by reason 
of the investment of the capital of the business 
engaged in, including interest, discount, rentals, 
royalties, fees, or other emoluments however 


Administration o 


COURT DECISIONS 





ally proceeding or accruing from the sale of 
canals property without any deduction on 
account of cost of property sold or expenses of 
any kind. 


Rate of Tax—Producers of: coal, 1%; limestone, 


sandstone, 114%; oil, 3%; natural gas, 6% (in 
excess of $5,000 value) ; blast furnace slag, 3%; 
sand, gravel and unquarried minerals, 3%; tim- 
ber, 114%; other natural resources, 2%; Manu- 
facturers, 3/10%; Wholesalers and jobbers of 
real or personal tangible property, 15/100%; 
Retailers of real or personal tangible property, 
%4%; Public service or utilities, street, and 
interurban electric railways, 1%; water compa- 
nies (except municipally owned), 4%; electric 
light and power, (a) domestic purposes and 
commercial lighting, 4%, (b) all other purposes 
(municipally owned plants exempted) 3%; nat- 
ural gas, 3%; toll bridge, 3%; all other, 2%; 
Contractors, 2%; Bankers, 42%; Amusements, 
% of 1%; Service occupations, not otherwise 
specified, 1%. Railroad, railroad car, express, 
pipe line, telephone and telegraph, water-carrier, 
and motor vehicle carriers not included in pub- 
lic utility companies subject to tax. 


Tax—Assessment and _ collec- 


tion made by State Tax Commissioner. 


Disposition of Tax—All to State. 
Period Covered by Return—Quarter year preced- 


ing, and year last preceding close of tax year. 
“Tax-year’ ends December 31, or taxpayer may 
use own accounting period optionally on ap- 
proval by Commission. 


Date Return is Due—(1) On or before 30 days 
after expiration of each quarter and (2) on or 
before 30 days after end of tax year. If total 
annual tax payable does not exceed $100 (2) 
only. Taxpayer estimates amount of tax payable 
and pays same at end of each quarter-year. 
Total tax payable for entire year is computed 
accurately at the end of tax year and paid, 
less deductions of amounts paid during the pre- 
ceding three quarter-years. 








Consumers Sales Tax— 


Title of Tax—General Consumers’ Sales Tax, 


Laws of 1933, 2nd Special Session, H. B. No. 
365; Laws of 1935, Chapter 84, Article II. Sales 
tax first adopted in 1934, 


Basis of Tax—Privilege of selling at retail and 


rendering service. 


Measure of Tax—Gross proceeds of business done. 
Rate of Tax—2%. 
Administration of Tax—Assessment and _ collec- 


tion made by State Tax Commissioner. 


Disposition of Tax—State, all (for free schools). 
Period Covered by Return—Preceding month or 


quarter-year. 


Date Return is Due—15th of month; annual return 


30 days after end of tax year. 


Date Tax is Due—Same as returns. 
Flat Exemptions of Gross Receipts or Gross In- 


come—None. 


WYOMING: 


Title of Tax—Emergency Sales Tax; Laws of 
ae’ Chapter 74. Sales tax first adopted in 
1935. 


Basis of Tax—-Privilege of purchasing tangible 
personal property or gas, electric, telephone, 
telegraph, heat, transportation, meals and ad- 
missions service. 

Measure of Tax—Purchase price. 

Rate of Tax—2%. j 

Administration of Tax—Assessment and collection 
made by State Board of Equalization. 

Disposition of Tax—aAll to State. 

Period Covered by Return—Preceding month or 
preceding quarter, if tax in any one month is 
less than $10. 

Date Return is Due—15th day of each month, 





















































































































































































































































































































































designated and without any deductions on ac- 
count of cost of property sold, the cost of mate- 
rials used, labor costs, taxes, royalties, interest 
or discount paid or any other expense whatso- 


come—Eq 
ever. “Gross proceeds of sales’ is the value actu- 


liability of $25.00. 








Court Decisions 


Supreme Court 


Stock Dividends: Tax Liability—Where a taxpayer owns 
cumulative non-voting preferred stock and dividend there- 
on is paid in common voting shares, the cost should not, 
as required by present regulations of the Treasury De- 
partment, be apportioned between the preferred stock and 
the common stock for the purpose of computing gain or 
loss on sale of the preferred stock. 


The dividends paid in common stock were taxable in- 
come and may not be treated as return of capital. Hence 
the cost of the preferred stock is held to have been the 
basis for gain or loss on its redemption in 1930. The pay- 
ment of a dividend of new common shares, conferring no 
different rights or interests than did the old—the new cer- 
tificates, plus the old, representing the same proportionate 
interest in the net assets of the corporation as did the 
old—does not constitute the receipt of income by the 
stockholder. The latter was the rule established in Eisner 
v. Macomber, 252 U. S. 189, which involved only the taxa- 
tion of dividends declared in the same class of stock as 
that held by the taxpayer.—U. S. Supreme Court in Corinne 
S. Koshland v. Guy T. Helvering, Commissioner of Internal 
Revenue. No. 774. October term, 1935. 


This decision reversed that of the U. S. Circuit Court 
of Appeals, Ninth Circuit, rendered January 20, 1936, which 
reversed an unpublished memorandum opinion of the Board 
of Tax Appeals. 


Mr. Justice Stone and Mr. Justice Cardozo dissented with 
an opinion which states that the meaning of the Act of 
Congress exempting stock dividends from taxation as 
income at the time of distribution has had a practical con- 
struction through administrative action and _ legislative 
acquiescence. Following the analogy of Miles v. Safe De- 
posit & Trust Company of Baltimore, 259 U. S. 247, the 
dissenting opinion holds that, as provided in the Regu- 
lations, “the cost of all the shares is properly distributed 
hetween the investment and its accretions, between the 
old shares and the new.” 


Date Tax is Due—Same time as returns. 


Flat Exemptions of Gross Receipts or Gross In- 
‘qual to amount that will produce tax 


or of each quarter. 
Date Tax is Due—Same time as returns. 


come—None. 


Appellate and Lower Courts 


Accounting Methods.—The cost to a railroad company 
of transporting men and materials for its construction work 
(to be used as capital items in connection with the deter- 
mination of deductible current expenses for 1926-1928) is 
to be computed on the “out of pocket’? method of determin- 
ing these expenses, rather than on the “average cost” 
method, as “this method more nearly accords with the 
actualities of the situation than the ‘average cost’ approved 
by the Board.”—U. S. Circuit Court of Appeals, Eighth 
Circuit, in Northern Pacific Railway Company, a corporation, 
v. Guy T. Helvering, Commissioner of Internal Revenue; 
Northern Pacific Railway Company, a Corporation, v. Guy T. 
Helvering, Commissioner of Internal Revenue. Nos. 10,299, 
10,300. March term, 1936. 

Unpublished memorandum decision of the Board of Tax 
Appeals reversed. 


Accrued Interest on Defaulted Bonds: Tax Status Where 
Property Is Bought at Foreclosure Sale by Mortgagee.— 
Accrued interest on defaulted loans secured by mortgages 
did not constitute income in 1930 to the mortgagee, who 
bid in the properties at foreclosure sales for the debts and 
interest, the fair market value of the properties being less 
than the bids.—U. S. Circuit Court of Appeals, Sixth Cir- 
cuit, in The Midland Mutual Life Insurance Company v. Com- 
missioner of Internal Revenue. No. 7001. 

Memorandum opinion of the Board of Tax Appeals 
reversed. 


Acquisition or Disposition by a Corporation of Its Own 
Capital Stock.—Sinking fund provisions in preferred stock 
did not create a debtor and creditor relation and loss on 
the purchase of its preferred stock by the issuing corpora- 
tion was not deductible, a corporation realizing neither 
gain nor loss from the purchase of its own stock.—U. S. 
District Court, Southern District of New York, in Jewell 
Tea Company, Inc. v. United States of America. 


Compensation Not Deductible by Corporation as Busi- 
ness Expense.—On the facts, additional compensation paid 
by taxpayer in 1929 was unreasonable and not deductible. 


(Continued on page 376) 























Flat Exemptions of Gross Receipts or Gross In- 
















































































































































































































































































































































































































































































































































































































































PENDING 


ALABAMA 


First Special Session 


The Special Session of the Legislature 
which convened February 11, 1936, ad- 
journed sine die April 17, 1936. The follow- 
ing is a complete list of tax laws enacted: 


Constitutional Amendment.—y H. B. No. 
294 proposes an amendment to the Consti- 
tution to permit the Town of Montevallo 
to levy and collect a property tax. Ap- 
proved April 20, 1936. 

* H. B. No. 308 proposes a constitutional 
amendment to permit Andalusia, Attalla, 
Demopolis, Eufaula, Talladega, Munford, 
Lincoln, Winterborro and Laniers, Enter- 
prise, Opp, Sylacauga, Clanton, Midland 
City, Montevallo and Hartselle school dis- 
tricts to levy a special tax at the rate of 30¢ 
per $100 worth of taxable property in such 
districts. Passed both Houses April 16, 
1936. 


Firearms.—%*S. B. No. 63 regulates the 
sale of firearms and provides for the li- 


censing of dealers and owners. Approved 
April 6, 1936. 


Gasoline Tax—Houston County.—¥°S. B. 
No. 103 authorizes the governing body of 
Houston County to levy a one cent gaso- 
line tax. Approved April 21, 1936. 


Gasoline Tax — Limestone County. — 
* H. B. No. 176 amends Sec. 1, Act 230, 
Laws 1927, by providing that no county 
gasoline tax shall be levied in Limestone 
county after January 1, 1937 unless by vote 
of the electors at an election on Novem- 
ber 3, 1936. Approved April 10, 1936. 


Motor Vehicles —¥S. B. No. 139 amends 
Schedule 158.15, Revenue Act of 1935, re- 
lating to fees required of nonresidents. 
Approved April 21, 1936. 

%* H. B. No. 170 amends Sec. 8, Act 331, 
Laws 1935, relating to drivers’ licenses by 
providing for collection of the license fee 
by the License Commissioner in certain 
counties. Approved April 24, 1936. 

*H. B. No. 178 amends Schedule 158, 
Ch. 6, Art. 13, General Revenue Act 1935, 
by adding Schedule 158.16%4 providing for 
payment of a fee for new license tags in 
case a motor vehicle is destroyed or junked. 
Approved April 10, 1936. 


Peddlers.—*x H. B. No. 18 amends Sched- | 
ule 104, Sec. 348, General Revenue Act of 








roe We 


NDER the above heading, report will 

be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, designated by a 
bold-faced star [%]. This feature is made 
possible through the facilities of the 
Commerce Clearing House Legislative 


Reporting Department, which furnishes a| N 


twenty-four hour reporting service on all 
subjects for all states. Copies of the text 
of any bill reported may be obtained for a 
service charge of one dollar per bill. 





1935, by providing a new schedule of rates 
for peddlers of proprietary medicines, 
household remedies, spices etc. Approved 
March 24, 1936. 


Property Taxes.—¥S. B. No. 117 pro- 
vides for a more economical, convenient 
and uniform system of assessing and col- 
lecting taxes on real estate in counties of 


110,000 or more population. Approved 
April 21, 1936. 


*S. B. No. 170 provides for service of 
notice by tax collector on resident tax- 
payers when personal service or service by 
registered mail cannot be perfected. Ap- 
proved April 21, 1936. 


% H. B. No. 24 amends Sec. 269, Revenue 
Act of 1935, relating to redemption of prop- 
erty sold for taxes. Approved March 27, 
1936. 


*%H. B. No. 25 amends Sec. 29, General 
Revenue Act 1935, by specifying the pro- 
cedure to be followed in redeeming prop- 
erty sold for taxes. Approved March 26, 
1936. 

*H. B. No. 133 amends Sec. 103, Art. 4, 
General Revenue Act 1935, by providing for 
the amount of bond necessary to be posted 
in case of an appeal from final assessment 
made by the State Tax Commission. Ap- 
proved April 21, 1936. 


* H. B. No. 137 amends Sec. 360, Reve- 
nue Act of 1935, by providing the amount 
of license required of a business or occupa- 
tion located outside the limits of an incor- | 
ae municipality. Approved April 15, | 
1936. 
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*%H. B. No. 158 amends Sec. 276, Gen- 
eral Revenue Act of 1935, relating to re- 
demption of lands sold for taxes. Approved 
April 15, 1936. 

*H. B. No. 355 amends Sec. 213, Ala- 
bama Code 1923, by providing that the 
special county tax for public buildings shall 
be for the erection, repairing, furnishing or 
maintenance of such buildings. Approved 
April 21, 1936. 


Property Taxes—Exemptions.—% H. B. 
o. 64 amends Sec. 3, Art. 1, General Rev- 
enue Act of 1935, by exempting from prop- 
erty taxes for a period of ten years new 
factories manufacturing garments or wear- 
ing apparel. Approved March 27, 1936. 


Road Tax—Shelby County.— yx H. B. No. 
411 prohibits the levy and collection of a 
per capita road or street tax in Shelby 
County. Approved April 21, 1936. 


Slot Machines.—% H. B. No. 147 doubles 
the rates of taxes on slot machines. Ap- 
proved April 21, 1936. 


Tax Collectors’ Fees—yS. B. No. 25 
prescribes the fees and commissions to be 
allowed tax collectors in counties having 
a population of not less than 80,000 and 
not more than 100,000 persons. Approved 
March 17, 1936. 

*H. B. No. 8 amends Sec. 161-A, Reve- 
nue Act of 1935, relating to tax collectors’ 
fees. Approved April 21, 1936. 


COLORADO 


Second Special Session 


The following concludes the measures 
adopted at the Special Session convened 
March 23, 1936, and adjourned April |, 
1936: 

Constitutional Amendment.—%S. Con 
Res. No. 2 submits to the people of the 
state at the next regular election a consti- 
tutional amendment which will if adopted 
exempt the property of religious, educa- 
tional, charitable and cemetery corpora- 


tions from taxation. Approved April 7, 
1936. 
ILLINOIS 
Fourth Special Session 
The Fourth Special Session convened 
'on May 19, 1936. a 
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KENTUCKY 
Third Special Session 


The Third Special Session which con- 
yened March 30, 1936, adjourned sine die 


May 9, 1936. New laws include: 


Alcoholic Beverages.—x%eH. B. No. 37 
provides for a tax of seven cents on liquor 
sold in half-pint containers. Approved 


May 1, 1936. 
Amusement Tax.—yH. B. No. 


poses an amusement tax based on the ad- 
mission charge. The rates vary from 1 


cent where the admission charge is 


to eighteen cents to 3 cents where the 


charge exceeds thirty-eight cents. 
on admission charges of less than 
cents. Approved May 16, 1936. 


Chain Store Tax.—y%eH. B. No. 64 pro- 
vides for a flat fee of $2 on one to five stores 
plus $25 on each store over one; a flat fee of 


$102 on from six to ten stores and 


each store over five stores; flat fee of $325 
on from eleven to twenty stores plus $100 
on each store in excess of ten; flat fee of 


$1352 on from twenty-one to fifty 


plus $200 on each store in excess of twenty; 
flat fee of $1352 on a chain of fifty stores 
plus $50 on each store in excess of fifty 


stores. Approved May 11, 1936. 


Cigarette Tax.—ykH. B. No. 46 imposes 
a tax of one cent on each ten cent package 
of cigarettes or fractional part thereof. 


Approved May 1, 1936. 


Diesel Oil Tax.—ykH. B. No. 63 imposes 
a tax of five cents on each gallon of Diesel 
oil. Law without approval, May 11, 1936. 


Gasoline Tax.— yx H. B. No. 41 enacts a 
new gasoline tax law. The rate remains 
at 5¢ per gallon. Law without approval 


May 21, 1936. 
*H. B. No. 45 imposes a daily 


tax on race tracks. Approved April 24, 


1936. 


Income Tax.—%H. B. No. 29 provides 
for a net income tax on corporations and 


individuals. Domestic and foreign 
rations are taxed at the rate of 4% 


income from business done in Kentucky. 
Individuals are taxed at the following rates: 
2% on net income up to $3000; 3% on net 
income over $3000 and not over $4000; 4% 
on net income over $4000 and not over 
$5000 and 5% on net income in excess of 
$5000. The first tax shall be collected and 
paid with respect to net income received 
during the calendar year 1936. Approved 


May 8, 1936. 


Inheritance Tax.—yH. B. No. 16 exempts 
life insurance not to exceed $10,000 from 
inheritance tax. Approved April 24, 1936. 


Luxury Tax.—%xH. B. No. 59 imposes a 
tax on soft drinks at the rate of one cent on 
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of certain instruments. Approved May I], 





each five cents and fountain syrups 76 
cents per gallon; candies and nuts 20% 
of retail price; ice cream seven cents per 
quart; chewing gum one cent on each five 
cents; cosmetics 20% of invoice price. 






















Motor Vehicle Operator’s License. — 
*H. B. No. 53 provides for a driver’s li- 
cense. The fee is $1. Approved May 11, 
1936. 

Raw Fur Buyers.—H. B. No. 60 imposes 
a tax of $25 on resident buyers, $5 on local 
buyers and $150 on nonresident buyers. 
Killed in Senate May 8, 1936. 

Recording Tax.—y%xH. B. No. 56 provides 
for an increase in the tax on the recording 


include: 


that may 


beverages 


i. B. 
1936. 

Use Tax on Motor Vehicles.—*H. B. 
No. 48 imposes a 3% tax on all automo- 
biles sold in the State and provides for the 
exemption of used cars. Approved May 
16, 1936. 

Utility Service Tax.—yxH. B. No. 51 im- 
poses a 3% tax on utility service. Ap- 
proved May 12, 1936. 


vides that 


LOUISIANA 


Regular Session 


The Regular Session convened May 11, 
1936. The following bills have been in- 
troduced: 


Alcoholic Beverages.—S. B. No. 29 allo- 
cates %4 of the municipal liquor taxes for 
police relief. 

Business Licenses.—H. B. No. 19 pro- 
vides for a license of $300 on all patent 
medicine dealers. 

H. B. No. 56 levies a $25 tax on pin 
games. 


Property Taxes.—H. C. R. No. 5 post- 
pones the sale of property for delinquent 
taxes until October 15, 1936. 

H. C. R. No. 6 postpones until October 
1, 1936, the payment of all taxes on prop- 
erty assessed on the assessment rolls of 
the various parishes of the State. 

H. C. R. No. 7 postpones until October 
1, 1936, the payment of all taxes on prop- 
erty assessed on the assessment rolls of 
the various parishes of the State. 

S. B. No. 3 requires notaries public to 
file copy of act of sale of real property 
with assessor. 

H. B. No. 3 provides for the payment 
of property taxes in 4 installments in par- 
ishes other than Orleans. 

H. B. No. 36 permits Shreveport to levy 
a one mill tax for three platoon police 
systems. 


Severance Taxes.—H. B. No. 20 increases 


the severance tax on sulphur to $2.50 per 
ton. 


*H. B 
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MASSACHUSETTS 


Regular Session 


Additional bills introduced at the Regular 
Session which convened on January 1, 
1936, and important action on pending bills 


Alcoholic Beverages.—S. B. No. 462 re- 
duces the number of package store licenses 
be issued for the sale of all 
alcoholic beverages in the city of Boston. 
Approved April 27, 1936. Chapter 245. 

H. B. No. 406 further regulates the num- 
ber of licenses for the sale of alcoholic 
by certain wholesalers and im- 
porters. Killed in Senate, April 6, 1936. 

* No. 1614 relates to certain li- 
censes issued to clubs. 
8, 1936. Chapter 199. 


Business Licenses.—S. B. No. 238 pro- 
persons in charge of refrigerat- 
internal combustion 
engines of 25 horse power or more shall 
be licensed. Passed House, April 2, 1936. 
H. B. No. 106 repeals the law authorizing 
the licensing of horse and dog racing on 
which the pari-mutuel system of betting 
shall be permitted. Killed in both houses, 
May 6, 1936. 
H. B. No. 580 provides for the licensing 
of real estate brokers and salesmen. Killed 
in House, April 1, 1936. 
. No. 723 relates to submission to 
the voters of the several counties of the 
question of licensing dog races. 
May 4, 1936, Chapter 253. 
o. 1637 further regulates horse 
Passed both houses, May 


H. B. No. 1748 provides for the registra- 
tion and licensing of dry cleaners and dyers 
and establishing a board of registration 


H. B. No. 1751 relates to taxes imposed 
by the Commonwealth on amounts received 
at dog racing meetings. 


Motor Vehicles.—H. B. No. 293 repeals 
local excise taxes on registered motor ve- 
hicles. Killed in both Houses, April 22, 


H. B. No. 1464 exempts motor vehicles 
from taxation. Killed in both 
April 22, 1936. 

Property Taxes.—%H. B. No. 1557 re- 
lates to the assessment of taxes after a 


of cities into wards. 


April 4, 1936. Chapter 185. 

* H. B. No. 1603 removes possible doubt 
as to authority of cities and towns to 
designate collectors of taxes as collectors 
of light bills and other accounts. Approved 
April 8, 1936. Chapter 201. 
No. 1642 repeals certain provi- 
sions of law relative to the assessment of 
taxes on land taken or purchased for taxes 
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by cities or towns. 
Chapter 194. 


S. B. No. 415 relates to land taken or 
sold for taxes and to tax titles. Senate 
refused to concur in House amendments, 


May 6, 1936. 


Approved April 8, 1936. 
















NEW HAMPSHIRE 


First Special Session 








vened on May 12, 1936, and adjourned May 
13, 1936. The purpose of the session was 
to provide additional funds for flood relief. 
The following tax law was enacted. 


Gasoline Tax.—%H. B. No. 467 author- 
izes issuance of $2,000,000 in bonds for 
flood repair and extends the additional road 
toll of 1 cent per gallon on gasoline until 
that amount is raised. Approved and ef- 


fective May 13, 1936. 











NEW JERSEY 


Regular Session 







Additional bills introduced at the Regular 
Session convened on January 14, 1936, and 
important action on pending bills include: 






Alcoholic Beverages.—S. B. No. 301 pro- 
hibits alcoholic beverage distributors’ li- 
censes to be issued for premises upon 
which any other retail business is carried 
on except that of beverages. 

A. B. No. 80 affects the issuance of li- 
censes in sixth class counties so that 
municipalities have the issuing power. 
Passed Senate, May 4, 1936. 














erage Control Act. 
4, 1936. 


Business Licenses.—A. B. No. 270 pro- 
vides for the licensing of bakeries by the 
State Board of Health. Killed in House, 
April 20, 1936. 


A. B. No. 448 provides for a tax on the 
sale of cigarettes, cosmetics, toilet prep- 
arations and amusements. Killed in Sen- 
ate, April 20, 1936, reconsidered and amended 
May 11, 1936. 


A. B. No. 474 provides that commercial 
fertilizer tax be paid to the State Agricul- 
tural Experiment Station instead of the 
State Tax Commissioner. 

A. B. No. 475 provides that commercial 
feeding stuff tax be paid to State Agri- 
cultural Experiment Station instead of to 
the State Tax Commissioner. 


Cigarette Tax.—A. B. No. 482 provides 
a two cent stamp tax on cigarettes. 


Franchise Tax.—A. B. No. 481 provides 
a 41%4% corporation frafchise tax law. 


Income Tax.—A. B. No. 480 provides 
a 14%4% personal income tax with exemp- 
tions similar to the Federal law. 


Inheritance Tax.—¥S. B. No. 198 pro- 
vides that a copy of the bill of complaint 
be supplied to the Attorney General in 
inheritance tax lien cases. Approved April 
21, 1936. Chapter 66. 

Motor Vehicles.—S. B. No. 154 provides 
for the licensing of motor busses under the 


Board of Public Utilities. Passed Senate, 
April 13, 1936. 


Passed Senate, May 
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A. B. No. 82 amends the Alcoholic Bev- | 


| procedure. 
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A. B. No. 52 reduces the motor vehicle 
license fee from $3 to $1. Killed in House, 
May 4, 1936. 

A. B. No. 461 provides for the taxing of 
intra and inter-state trucking. 


Milk Tax.—yA. B. No. 2062 extends th, 
milk publicity tax until April 1, 1937 anq 
from the date of its enactment to that 
date imposes an additional tax of five. 
eighths of one cent on each 100 pounds 
of milk sold. Approved May 20, 1936 
Chapter 606. 


Motor Vehicles.—A. B. No. 999 imposes 
a tax upon foreign trucks importing mer. 
chandise equal to the tax required to be 
paid by resident truck operators of this 
state in such foreign states. Vetoed, April 
7, 1936. 

* A. B. No. 1663 provides that licenses for 
filling stations shall expire April 30 of each 
year and be renewed on May 1, instead 
of June 30 as heretofore. Approv ed and 
effective May 1, 1936, except that licenses 
issued prior to April 30 shall remain in 
effect until June 30, 1936. Approved May 
1, 1936. Chapter 365. 


New York City.—%*S. B. No. 1861 ex- 
empts from local taxation in New York 
City alterations and improvements, except 
those increasing the size of the building, 
if the construction began and was com- 
pleted before October 1, 1938. Approved 
May 9, 1936, Chapter 474. 

% A. B. No. 1959 extends the right of the 
City of New York to enact local laws im- 
posing taxes which the legislature might 
impose. Approved May 3, Chapter 414 
Laws 1936. 


Personal Income Tax.—S. B. No. 843 
provides for the exemption of salaries of 
judges, justices and official referees from 
the personal income tax for any taxable 
year prior to January 1, 1934. In Gov- 
ernor’s hands, May 13, 1936. 

* A. B. No. 1198 relates to the payment 
of the personal income tax in two pay- 
ments. Approved March 17, 1936. Chap- 
ter 110. 

*% A. B. No. 1309 requires the prorating 
of the exemption under the Unincorporated 
Business Tax where the period covered 
by the return is less than a year. Approved, 
May 3, 1936. Chapter 406. 

* A. B. No. 1665 adds a new subsection 
to subd. 2 of section 359, Tax Law by ex- 
cluding from gross income the official 
compensation of certain foreign represen- 
tatives. Approved May 1, 1936. Chapter 
364. 

A. B. No. 2168 permits joining in one 
indictment two or more offenses for prose- 
cution under the Personal Income Tax 
Law. In Governor's hands, May 13, 1936. 


Property Taxes.—%S. B. No. 124 pro- 
vides for cancellation or reduction of unpaid 
taxes, hereafter, as well as heretofore levied 
on real property by a municipality, for the 
collection of which no sale has been made. 


Property Taxes.—S. B. No. 279 validates 
certain budgets, tax ordinances and tax 
resolutions where there were defects in 


*S. B. No. 282 enables townships and 
towns except in first and second class coun- 
ties to adjust past due taxes. Approved 
May 16, 1936. Chapter 105. 

S. B. No. 284 exempts homestead dwellings 
valued at $5,000 or less from real estate 
taxes. 

* A. B. No. 39 allows payments of tax 
arrearages in installments. Approved April 
7, 1936. Chapter 53. 

A. B. No. 86 extends the terms of tax 
collector in municipalities with populations 
over 300,000 to five years. Passed House, 
April 20, 1936. 

A. B. No. 271 extends Ch. 119, Laws of 
1935, to January 2, 1937; affects the taxation 
of corporations in the process of reorgan- 
ization. Passed House, April 7, 1936. 

* A. B. No. 404 validates railroad tax 
hearings before the State Board of Tax 
Appeals which took place after October 15, 
1935, the time limit set in the original act. 
Approved May 2, 1936. Chapter 77. 

A. B. No. 447 provides a uniform pro- 
cedure in relation to State taxes. Passed 
House, April 29, 1936. 

A. B. No. 478 validates municipal tax 
sales to municipalities except where the 
interest of an innocent purchaser for value 
is affected. Passed House, April 21, 1936. 


Sales Tax.—A. B. No. 479 provides a 2% 
retail sales tax; exempts foods, medicines 
and cigarettes. 























NEW YORK 


Regular Session 


The Legislature adjourned sine die on 
May 13, 1936. Below are bills which have 
become law but which have not previously 
been reported, bills vetoed, and bills which 
are in the Governor’s hands awaiting his 
action. The Governor has 30 days after 
adjournment of the Legislature in which 
to act upon the bills in his hands. 


Alcoholic Beverages—Wine License.— 
S. B. No. 301 provides for a $300 license 
fee for sale of wine at retail in cities of 
100,000 instead of New York City only. 
In Governor’s hands, May 13, 1936. 


Cider Tax.—Provides for a tax of 1% 
cents per gallon on cider. In Governor’s 
hands May 13, 1936. 


Diesel Motor Fuel.—S. B. No. 1189 re- 
quires distributors of Diesel motor fuel to- 


pay one and one-half times the tax rate Approved May 9, 1936, Chapter 496. 
on gasoline. In Governor's hands, May 13,| 5S. B. No. 700 permits county treasurer 
1936. 


to receive taxes on part of land where no 


; sale has been made. Approved May 22, 

Estate Tax.—S. B. No. 719 provides for | 1936. Chapter 657. 
reduced discounts where payment of tax is ; 
made after six months from death. Ap- Stock Transfer Tax.—A. B. No. 1046 


proved May 22, 1936. Chapter 666. provides that tax rates for stock transfers 
shall be 1 cent where sale is for $5 or more 
but less than $15 and %4 cent where sale is 
for less than $5 and for exemption of trans 
fers of certificates from owner to custodian. 


In Governor’s hands, May 13, 1936. 


Gasoline Tax.—S. B. No. 226 extends the 
additional tax on motor vehicle fuel of 1 
cent per gallon to June 30, 1937. In Gov- 
ernor’s hands, May 13, 1936. 
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Utilities —ye A. B. No. 1255 relates to the 
additional franchise tax on transmission 
and transportation companies, the tax on 
savings banks, and to the sale of real prop- 
erty subject to the lien of the corporation 
tax in actions for foreclosure of mortgages. 
Approved May 15, 1936, Chapter 547. 

*A. B. No. 1287 requires taxicab corpo- 
rations to pay franchise tax under Art. 9A in- 
stead of additional tax under Sec. 184 as 
long as the gasoline tax imposed by the 
state exceeds 2 cents per gallon and changes 
the due dates of the quarterly returns re- 
quired of transportation and transmission 
corporations to Jan. 15, May 15, Aug. 15 


and Nov. 15. Approved May 11, 1936, 
Chapter 513. 
PENNSYLVANIA | 


First Special Session 


The Special Session of the Legislature 
convened on May 4, 1936, and the follow- 
ing bills were introduced: 


Advertising.—H. B. No. 72 levies an an- 
nual license tax on outdoor advertising 
agencies. 

Alcoholic Beverage Licenses.—H. B. No. 
12 provides for a restaurant liquor license 
of $100 for package sales. 

H. B. No. 22 levies a tax of 10 per cent 
on all liquor sold by Liquor Control Board. 


Bank Stock Taxes.—H. B. Nos. 26 and 
28 increase tax on bank, title and trust 
company shares from 5 mills to 8 mills. 


Chain Store Tax.—H. B. No. 21 levies 
a chain store tax; rates $5 to $500. Passed 
House. 


Corporate Net Income Tax.—H. B. No. 
19 increases corporate net income tax rate 
to 10 per cent for year 1936 only. Passed 
House. 


Cosmetics.—H. B. No. 10 levies an ex- 
cise tax on cosmetics; license fee $2 plus 
l cent on each 15 cents of retail price. 


Gasoline Tax.—H. B. No. 13 increases 
gasoline tax 1 cent to a total of 5 cents. 


Labor Saving Machinery Tax.—H. B. 
No. 86 levies a tax on labor saving ma- 
chinery at rate of $10 per year for each 
person displaced. 


Luxuries Excise Tax.—H. B. No. Il 
levies a luxuries excise tax of 5 per cent 
on cameras, films, firearms, cigar and cig- 
arette holders, sculpture, antiques, oriental 
tugs, watches, clocks, radios, sporting 
goods, games, playing cards, motor boats, 
fur coats, formal and evening dress clothes, 
confectionery, and some books and house- 
hold appliances. 


_ Personal Net Income Tax.—H. B. No. 
61 proposes a 2 per cent flat rate net in- 
come tax on persons and fiduciaries. 


Property Taxes.—H. B. No. 1 provides 
for abatement of certain tax penalties and 
interest on local taxes. 

H. B. No. 2 fixes rate of penalty and in- 
terest collectible on delinquent real estate 
taxes. 

H. B. No. 3 abolishes office of delinquent 
tax collector in second class counties. 

H. B. No. 4 preserves the lien of certain 
municipal taxes. 


H. B. No. 6 provides for submitting a 
constitutional amendment relating to taxa- 
tion. 

H. B. No. 27 increases state personal 
property tax to 4 mills. 

H. B. No. 34 abates penalties and inter- 
est on delinquent local taxes. 


Utilities—H. B. No. 25 levies a tax of 
¥% mill per kilowat hour on production of 
electrical energy; not to be passed on to 
consumer. 


RHODE ISLAND 


Regular Session 


The Regular Session convened Jan- 
uary 7, 1936 and adjourned sine die April 
30, 1936. The following new laws, not pre- 
viously reported, were approved: 


Alcoholic Beverages.—*%H. B. No. 624 
decreases State tax on wines from 20 cents 
to 5cents a gallon. Approved, May 5, 1936. 

%* H. B. No. 1005 amends liquor law. Ap- 
proved, May 2, 1936. 


Business Licenses.—%S. B. No. 44 pro- 
vides appeal to court for refusal to grant 
an insurance broker’s license, or on sus- 
pension of such license. Approved, April 
30, 1936. 

*S. B. No. 45 defines new grounds for 
suspension or revocation of insurance com- 
pany license. Approved, April 30, 1936. 

*S. B. No. 178 allows Westerly Town 
Council to license Sunday movies. Ap- 
proved, April 30, 1936. 

* H. B. No. 504 provides for regulation 
and licensing of home-work. Approved, 
April 15, 1936. 

*H. B. No. 633 requires licensing of 
garage men. Approved, May 5, 1936. 

* H. B. No. 796 defines qualifications for 
practice of architecture and creates exam- 
ining board for registration of architects. 
Approved, April 15, 1936. 

*H. B. No. 812 amends Sec. 3 of Ch. 
240 of the General Laws, for the registra- 
pad of fishermen. Approved, April 30, 
1936. 


*H. B. No. 869 increases license fees 
for practice of cosmetic therapy. Approved 
May 2, 1936. 

*H. B. No. 877 authorizes the licensing 
of open-air parking grounds. Approved, 
April 15, 1936. 

* H. B. No. 925 amends item (3) of Sec. 
18 of Ch. 256 of the General Laws relating 


to foreign insurance companies. Approved, 
April 29, 1936. 


Inheritance Tax.—¥%S. B. No. 232 re- 
peals Inheritance Tax Division and changes 
name of Department of Taxation and Reg- 
ulation to Department of Revenue and 
Regulation. Approved, May 1, 1936. 


Property Taxes.—¥S. B. No. 99 requires 
personal property taxpayers to pay tax 
under penalty of suspension of motor ve- 
hicle registration. Approved, April 30, 
1936. 

S. B. No. 151 requires suspension of mo- 
tor vehicle registration if personal tax is 
not paid. Killed in Senate, April 4, 1936. 

*S. B. No. 199 fixes time for paying 
taxes in installments without interest. Ap- 
proved, April 30, 1936. 

*H. B. No. 635 enables person whose 
property is sold for taxes or mortgage to 
redeem within 3 years. Approved, May 2, 
1936. 
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SOUTH CAROLINA 


Regular Session 
Additional bills introduced at the Regu- 


lar Session convened January 14, 1936, and 
important action on pending bills include: 


Alcoholic Beverages.—H. B. No. 1480 


provides for continuation of business of 
deceased liquor licensee by personal rep- 
resentative, or for refund of portion of fee. 
Passed both Houses, May 5, 1936. 


%*H. B. No. 1510 reduces license tax on 


wineries using only fruits produced on prem- 
ises of 
April 30, 1936. 


owner to 5 dollars. Approved, 


H. B. No. 1729 reduces rate of tax on 


soft drinks in sealed bottles other than 
drinks in which the cola nut is an ingredi- 
ent. 


Killed in House, April 10, 1936. 
H. B. No. 2033 changes standard of mea- 


surements of alcoholic content of wines 
from weight to volume and provides license 
taxes thereon. 
1936. 


Passed House, April 7, 
*H. B. No. 2062 authorizes the Com- 


missioner of Agriculture, Commerce and 


Industries to pay the cost of storing and 


warehousing intoxicating liquors from fees 
yoy by him therefor. Approved, April 
9, 1936. 


H. B. No. 2077 authorizes municipal cor- 


porations to engage in business as retail- 
ers of alcoholic liquors. 


Business Licenses.—¥S. B. No. 1176 re- 
peals Sec. 5204, Vol. 2, Code of 1932, pro- 


viding for annual registration of licenses to 


practice dentistry. 


1936. 


S. B. No. 1806 provides for a tax on divi- 
dends and interest in connection with building 
and loan associations. 


Chain Stores.—H. B. No. 2317 provides 
amount of license that shall be paid for 
operation of chain stores in South Carolina 
beginning with $5 on the first store and in- 
creasing to $300 on sixtieth store. 


Gasoline Tax.—H. B. No. 2056 provides 
for the payment to the several counties of 
an additional 1 cent per gallon of gasoline 
tax. 


H. B. No. 2131 provides that ballots re- 
garding increase in gasoline tax be sub- 
mitted for approval or disapproval of voters 
in primaries. 


Income Tax.—H. B. No. 2301 changes 
schedule of income tax rates and exemp- 
tions and reduces general property tax levy 
for state purposes by 2% mills. 


Motor Vehicles.—S. B. No. 1754 provides 
for inclusion of the school district in the 
application for motor vehicle license. 


H. B. No. 1376 provides for amount of 
license fees for operation of motor ve- 
hicles. Vetoed, April 28, 1936. 

H. B. No. 2222 extends time for payment 
of motor vehicle license fees to May 30, 
1936. Killed in Senate, April 23, 1936. 


H. B. No. 2285 abolishes the 50 cent fee 
imposed upon late applicants for motor ve- 
oa licenses. Killed in House, April 30, 


Property Taxes.—%xS. B. 1215 relates to 
assessment and collection of property tax- 
es on lands situate in two or more counties. 
Approved, April 18, 1936. 

S. B. No. 1672 relates to the conveyance 
to and by the Forfeited Land Commission 


Approved, March 18, 
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of the counties of lands sold for taxes. 
Passed both Houses May 8, 1936. 

S. B. No. 1780 exempts certain factories 
from county taxes in Georgetown County 
for five years. Passed Senate, May 5, 1936. 

*H. B. No. 1346 provides for levy of 
taxes for ordinary county purposes in 
Union County. Approved April 23, 1936. 

H. B. No. 1435 levies taxes for school and 
county purposes in Charleston County. 
Passed House, April 30, 1936. 

H. B. No. 1481 levies taxes for county 
and school purposes in Barnwell County, 
Passed both Houses, April 15, 1936. 

H. B. No. 1486 levies taxes for county 
and school purposes in Laurens County. 
Passed House, April 1, 1936. 

* H. B. No. 1493 levies taxes for county 
and school purposes in Sumpter County. 
Approved, April 11, 1936. 

¥%H. B. No. 1557 levies taxes to provide 
funds for county and school purposes in 
Saluda County. Approved, April 13, 1936. 

*H. B. No. 1641 levies taxes for ordi- 
nary county purposes in Marion County. 
Approved, April 2, 1936. 

H. B. No. 1654 levies taxes for ordinary 
county purposes in Darlington County. 
Passed both Houses, April 2, 1936. 

* H. B. No. 1778 levies taxes for school 
and county purposes in Greenville County. 
Approved, April 23, 1936. 

* H. B. No. 1792 levies taxes for ordinary 
county purposes in Lexington County. Ap- 
proved, April 4, 1936. 

* H. B. No. 1870 levies taxes for county 
and school purposes in Calhoun County. 
Approved, April 23, 1936. 

*H. B. No. 1871 provides for payment 
of delinquent taxes in installments in Aiken 
County. Approved, April 30, 1936. 

H. B. No. 1876 levies taxes for county 
and school purposes in Beaufort County. 
Passed House, April 28, 1936. 

*%H. B. No. 1878 levies taxes for ordi- 
nary county purposes in Colleton County. 
Approved, April 3, 1936. 







Rulings of the Bureau of 
Internal Revenue 
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H. B. No. 1925 levies taxes for county 
and school purposes in Oconee County. 
Passed both Houses, April 22, 1936. 

% H. B. No. 1927 levies taxes for county 
and school purposes in Allendale County. 
Approved, April 18, 1936. 

* H. B. No. 1937 repeals Act 1100, Acts 
of 1934, relating to the collection of delin- 
quent taxes in Horry County. Approved, 
April 1, 1936. 

% H. B. No. 1940 levies taxes for ordinary 
county purposes in Williamsburg County. 
Approved, April 29, 1936. 

H. B. No. 1956 levies taxes for ordinary 
county purposes in Kershaw County. 
Passed House, April 3, 1936. 

H. B. No. 2014 levies taxes for ordinary 
county purposes in Greenwood County. 
Passed House, April 21, 1936. 

*H. B. No. 2040 extends time for pay- 
ment of 1935 installments of back taxes to 
June 1, 1936 in Lee County. Approved, 
April 23, 1936. 

H. B. No. 2058 amends constitution to 
exempt manufacturing enterprises from 
county taxes for 5 years in Beaufort 
County. Passed House, April 8, 1936. 

H. B. No. 2059 levies taxes for ordinary 
county purposes in Lee County. 

H. B. No. 2065 levies taxes for county 
purposes in Georgetown County. Passed 
House, April 8, 1936. 

H. B. No. 2082 requires the auditor of 
Spartanburg County to lower the assessed 
valuation of all real estate. 

H. B. No. 2089 levies taxes for ordinary 
county purposes in Chesterfield County. 

* H. B. No. 2109 levies taxes for ordi- 
nary county purposes in McCormick 
County. Approved, April 23, 1936. 

H. B. No. 2152 levies taxes for ordinary 
county purposes in Horry County. Passed 
House, April 15, 1936. 

H. B. No. 2167 amends Sec. 6175, Code 
of 1932, relating to the segregation of 
| drainage taxes. Passed House, April 16, 
| 1936. 









June, 1936 


*H. B. No. 2171 regulates the public 
sale of lands acquired at tax sales by the 
Forfeited Land Commission of McCormick 
County. Approved, May 2, 1936. 


H. B. No. 2178 levies taxes for ordinary 
county purposes in Orangeburg County. 
Passed House, April 23, 1936. 


H. B. No. 2179 levies taxes for ordinary 
county purposes in Lancaster County. 
Passed House, April 16, 1936. 

H. B. No. 2200 provides for granting, 
leasing and conveying of lands acquired at 
tax sales by Darlington County. Passed 
House, April 22, 1936. 

H. B. No. 2204 provides for the levy of 
taxes for school and county purposes in 
Dillon County. Passed House, April 23, 
1936. 


H. B. No. 2216 exempts new manufac- 
turing enterprises in Fairfield County from 
county taxes for 5 years. Passed both 
Houses, April 30, 1936. 


%*H. B. No. 2219 levies taxes for ordi- 
nary county purposes in Spartanburg 
County. Approved, April 29, 1936. 

H. B. No. 2253 levies taxes for ordinary 
county purposes in Richland County. 
Passed House, April 29, 1936. 

H. B. No. 2267 requires filing of prop- 
erty tax returns by persons within ninety 
days after becoming 21 years of age. 


Sales Tax.—H. B. No. 1300 imposes a 3 
per cent tax on retail sales of tangible 
personal property in lieu of 2%4 mills tax 
now levied on real estate. 


Tobacco Tax.—S. B. No. 1440 provides 
for the supervision and regulation of the 
sale, marketing, and distribution of tobac- 
co. Passed Senate, April 22, 1936. 

H. B. No. 2225 provides for the licens- 
ing of dealers in scrap tobacco. 





Where an automobile and truck are sold for export and delivery is 


made at the factory, 


the automobile is loaded on the truck, and the 


truck is driven to the point of exportation under the conditions specified 


herein, the truck is 


not considered 
United States for any purpose other than that incident to exportation. 
Merchandise which may be transported in automobiles and trucks so 


to have been used in the 

































































































































































Compensating Taxes Under the AAA.—Treasury Deci- 
sion 4501, approved December 4, 1934, which amended 
Chapter IV of Regulations 81, relating to the collection of 
compensating taxes under Section 15(e) of the Agricul- 
tural Adjustment Act, as amended, is hereby revoked.— 


T. D. 4638, X V-18-8069 (p. 11). 


Excise Tax on Sales by the Manufacturer: Exemption 
of Sales for Export.—Following is an interpretation of the 
meaning of the words “in due course so exported” in 
Section 1121 of the Revenue Act of 1926 as applied to 
“drive-away” sales of automobiles and trucks for export, 


contained in S. T. 833 (XV-17-8061 (p. 9)): 


An automobile or truck sold for export is sometimes delivered to a 
purchaser at the factory and is driven by him to a port of the 
United States for embarkation io a foreign country, or to a point on 
the Canadian or Mexican border for entry into either of those countries. 
Occasionally, an automobile and a truck are sold and delivered to the 
purchaser at the factory and the automobile is loaded on the truck 
and driven to such port or country. 

Automobiles and trucks sold, delivered, and driven under the fore- 
going circumstances are considered to have been “in due course so 
exported” within the meaning of section 1121 of the Revenue Act of 
1926, provided the automobile or truck is not used for any purpose 
other than the hauling, towing, or driving thereof from the factory to 
the point of exportation; that the time intervening between delivery 
at the factory and arrival at the point of exportation is devoted to 
reaching such point; and that the evidence required by the regulations 
is furnished. The time or mileage involved in making the trip is not 
important so long as the automobile or truck is driven directly from 
the factory to the place of exportation without delay and is not used 
for any other purpose, as, for example, making a tour or visiting places 
of interest in the United States. 


sold and delivered, without destroying the exemption, 
personal baggage of the passengers. 

Extension of Time for Filing Returns Granted to Mutual 
Insurance Companies Other Than Life.—Pursuant to the 
provisions of Section 53 of the Revenue Act of 1934, ex- 
tensions of time for such period as may be necessary, but 
not later than June 15, 1936, are hereby granted to mutual 
insurance companies other than life for the filing of income 
tax returns, Form 1030, for the calendar year 1935.—T. D. 


4636, XV-17-8060 (p. 2). 


Gift Tax.—Gifts were made under the following circum- 
stances: 

(a) On December 25, 1925, A, the donor, presented PB 
with a check for a sum in excess of $50,000. A requested 
B not to deposit or cash the check for a few days as he 
was not certain his bank balance was sufficient to cove! 
the check. B held the check until January 2, 1926, when 
it was cashed by the drawee bank. The record shows that 
A’s bank account was sufficient to cover the check from 
the date the check was presented to B until it was cashed 
by the bank. It is contended that the gift was not made 
until January 2, 1926, after the repeal of the gift tax pro- 
visions of the Revenue Act of 1924, and is, therefore, not 
subject to gift tax. 

(b) On August 29, 1935, C, the donor, transferred to a 
trustee an interest-bearing note executed by him on August 
(Continued on page 381) 


is limited to the 
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ALABAMA 









uly 1 

, Sep gins permit fees required to accompany the 
application for a permit to be procured on or 
before July 1 of each year. 

Franchise tax: If a domestic corporation is organ- 
ized after the Ist day of July of any year, or if 
a foreign corporation qualifies to do business in 
the State of Alabama after the Ist day of July 
of any year, the amount of the franchise tax 
levied for the remainder of the calendar year in 
which said corporation is organized or qualified 
is one-half of the year’s tax. 

July 1-15——— ? 

Motor transportation companies: Every motor 
transportation company shall file a mileage 
statement with and pay a mileage tax to the 
Public Service Commission between the Ist and 
15th days of July each year. 

July 20—— 

Coal and iron ore mining: 

due. 






















Monthly report and tax 







ARIZONA 





uly 1— 
Billiard table and bowling alley license fees due. 
Insurance business license taxes due. 
Pawnbrokers’ license fees due. 
Theatre license fees due. 
July 5 
Alcoholic beverage licensees’ report due. 
First Monday: 
Second meeting of county board of equalization. 
July 10-—— 
Employment agency 























reports and balance of fees 














due. 
July 15 
Gasoline distributors’ and consignees’ reports and 
taxes due. 





Gross income tax report and payment due. 
Luxuries excise tax report due. 

Motor vehicle carriers’ report and tax due. 
i 20—— 

Gross income tax delinquent. 

Motor vehicle carrier report and tax delinquent. 
July 25—— 

Motor fuel carriers’ 

curred, is due. 











reports and tax, if any in- 







; ARKANSAS 
 —— 

After the Commission has completed the assess- 
ment of public utility property within its juris- 
diction, on or before the first day of July, or as 
soon thereafter as practicable, notice is given 
in writing by first class mail to the property 
owner, showing the total amount of such 
assessment. 

Alcoholic beverage license taxes become due and 
payable on this date. 

All foreign and domestic corporations qualifying 
under the laws of Arkansas or organizing prior 
to July Ist of each year are liable for the fran- 
chise tax. 

Corporations (domestic) to do no business, organ- 
izing subsequent to March 1, and not later than 
July 1, required to file franchise tax report 

_within 10 days after its organization. 





































July 1st of the reporting year must report con- 
ditions for franchise tax as of the date qualified 
or organized. 





Corporations qualifying between January 1st and | 


| 





Extracts from tax calendars in the Corporation Tax Service published by 


Corporations organized subsequent to this date are 
not required to file a franchise tax report in that 
calendar year. 

Upon the filing of annual domestic corporation 
franchise tax report with the Corporation Com- 
mission, such Commission, after finding such 
report to be correct, is required on or before 
this date to report to the Auditor of State 
whose duty it is to charge and certify to the 
Treasurer of the State oe collection the re- 
quired tax. 

First Monday 

If property taxes of car and freight line com- 
panies are not paid by the first Monday in July 
the State Treasurer in lieu of the 10 per cent 
penalty is required to add to such taxes a pen- 
alty of 25 per cent and certify same to the 
Attorney General. 

July 10 

Upon filing the foreign corporation franchise tax 
report, the Arkansas Corporation Commission 
determines the proportion of the subscribed 
capital stock of the corporation represented by 
its property and business in Arkansas on or 
before July 1st and reports same to Auditor of 
State who charges and certifies to Treasurer of 
State on or before July 10 for collection. 

July 15 

Monthly sales tax report and remittance due. 

The Arkansas Corporation Commission, on_ or 
before July 15th of each: year, is required to 
notify by mail each corporation of the amount 
of franchise tax due by it. 

Upon the filing of the franchise tax report by 
domestic and foreign corporations without capi- 
tal stock the Arkansas Corporation Commission 
is required on or before July 10 to report to 
the Auditor of State who on or before July 15th 
charges and certifies to the Treasurer of the 
State for collection the required franchise tax. 

Third Monday 

The second installment of 14 of the total amount 
of property taxes is due “and payable from the 
third Monday of April to the third Monday of 
July. 

July 31 

Every person in making his pr 
shall list all farm crops owne 
precedin 
of that 

















Pe assessment 
him on the 


ate, instead of January Ist. 


7 e pope | 
Failure of certain utility corporations to make the | 


required property tax returns by the 31st day | 
of July next ensuing after the delivery of notice. 
shall be a misdemeanor, etc. 


jul CALIFORNIA 
uly 1 


Agricultural minerals and commercial fertilizer 
annual report, sales taxes, and quarterly reports 
of sales due. 

Beer and wine (manufacturers and 
monthly tax due. 

Cattle transporters’ quarterly license fees due. 

Cleaners’ and dyers’ license fees due. 

Commercial feeding stuffs’ annual registration fee 
due. 

Contractors’ license fees due. 

Fish packers’ license fees due. 

Foreign cold storage meat dealers’ 
ports due. 

Fresh fish dealers’ license fees due. 

Fur-bearing mammals’ report and license fee due. 
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quarterly re- 


July 31st, and pane ed to its value | 


importers) 


CALENDAR 


1936 


SAT 


1936 JULY 


SUN. MON TUE. WED. THU. FRI. 





Commerce Clearing House, Inc. 


Gasoline tax due: distributors required to make 
physical inventory. 

Horse, mule or wurro 
license fee due. 

Hunting clubs’ license fees due. 

Imitation dairy products’ license fee due. 

Last day for railroad steamship and express cor- 
porations to file certificate and pay fee of $250 
to. superintendent of banks for business of re- 
ceiving and transmitting money to foreign 
countries. 

Motor vehicle registration fee reduced to 6/12 of 
annual rate. 

Outdoor advertising report due. 

Pharmacist’s license fee due. 

Private detective’s license fee due. 

First Monday. 

Board of Review for petroleum and natural gas 
severance taxes adjourns. 

County Board of Equalization for property taxes 
convenes. 

Petroleum and natural gas severance taxes due. 

July 5 

Fish packers’ 

July 10 

Alcoholic beverage monthly statement of sales by 
manufacturers and importers due. 

Cattle transporters: Monthly report due. 

= mule or burro transporter’s monthly report 
aque. 

Kelp monthly report and privilege tax due. 

Petroleum and natural gas companies’ monthly 
reports due. 

July 15 

Gasoline distributors’ returns due. 

Sales tax quarter-annual return and quarter-annual 
installment due. 

Third Monday 

County Boards of Equalization for property taxes 
adjourn. 

State Board of Equalization 
convenes. 

| July 30 
Fish canneries’ privilege tax due. 
July 31 
Imitation dairy products monthly report due. 

Slaughter house monthly report due. 


transporter’s quarterly 








monthly report due. 











for property taxes 








} COLORADO 

| July 

Employment agencies must file a report with the 

deputy state labor commissioner monthly. 

July 1 

Fiscal year commences. 

Half-year chain store tax licenses may 
after this date. 

If land is conveyed between this date and Janu- 
ary Ist the grantor shall pay the taxes for the 
year the conveyance is made. 

Licenses of abstracters of titles expire on this date 
each year. 

| Private hospitals must file a quarterly report on 

| this day. 

| July 2 

Pharmacy license fee due on or before this date. 

| July 10 

Class A private carriers must file a report and 

nay tax for preceding month, on or before this 

ate. 

Liquor excise taxes for preceding month are due. 











be issued 
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Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or before 
this date. 

July 15 

Coal mine owners: Report due on this date, and 
ene tax must be paid not later than this 
date. 

Retail sales tax return and tax due. 

July 20-——~ 

Class A private carriers notified of tax due, on or 
before this date. 

Motor vehicle carriers notified of tax due, on or 
before this date. 





July 25—— 
Coal mine owners’ royalty tax due on or before 
this date. 


Gasoline distributors’ statement to 
spector due on or before this date. 

Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 
preceding month required of all common carriers 
on or before this date. 

July 31—— 

Second half of taxes levied against taxable prop- 

erty due. 


state oil in- 


CONNECTICUT 
July 1 
Assessment date and lien date in city and town 
of Hartford and town of Wallingford. 
Bake shop license fees due. 
Bottled beverage license fees due. 
Commercial fertilizer: Report for additional fees 
due. 
Film storage license fees due. 
Gasoline tax due from distributors. 
Nurserymen’s registrations due. 
Oleomargarine license fees due. 
aw tax returns due in Greenwich and Water- 
ury. 
Returns for property taxes due in New Haven. 
Shell-fish ground or franchise owners’ reports due. 
Small loans license fees due. 
July 10—— 
Cigarette distributor’s monthly 
due. 
Theatre reports due. 
July 15 
Cable, car, express, telegraph and telephone cor- 
poration, electric, gas, power and water cor- 
poration taxes due. 
Gasoline distributors’ reports due. 
July 20—— 
Oyster vessel license fees due. 
July 25 
Interest attaches from July 15 on cable, car, ex- 
press, telegraph and telephone corporation, and 
electric, gas, power and water corporation taxes 
not paid by July 25. 


(inventory) report 








DELAWARE 
July 1—— 
Franchise taxes remaining unpaid begin to bear 
interest. 


Gasoline filling station license due. 

Gross receipts tax on express companies due. 

Monthly alcoholic beverage report due. 

Real estate dealers’ licenses are due. 

State tax liens remain liens for 2 years from this 
date of the year in which the tax was imposed. 

Tax on telegraph companies due. 

Tax on telephone companies due. 

Third quarterly installment of railroad tax due. 

Wilmington city and school taxes due and payable. 





July 15- ws 
yasoline filling station report due. 
Last day to file alcoholic beverage report. 





July 25 
» Roemeera warehouse reports due. 
July 31 
Franchise taxes remaining unpaid may be collected 
by suit. 
Gasoline tax report and tax due. 
Wilmington city and school taxes paid during 
July are subject to a discount of 5%. 





DISTRICT OF COLUMBIA 
July 1 


License taxes for certain classes of passenger 
vehicles for hire due. 
Personal property tax 
month. 
Tangible and intangible property assessed as of 
this date. 
July 10—— 
Alcoholic beverage reports due. 
July 31 
Last day to file return of personal property. 
Monthly gasoline tax report and tax due. 





return due during this 





FLORIDA 





uly 1 
. Auto transportation company mileage tax and ad- 
vance payment due. : 
Corporation report and franchise tax due. 
Milk dealers’ license due. 
Reduction of motor vehicle registration fees. 
Second hand auto dealers’ license rates reduced. 


| 
| 
| 














THE TAX MAGAZINE 


First Monday in July—— 
Board of County Commissioners convenes for re- 
vision of assessments and hearing of complaints. 
Chain store license fee due. 
Commercial fertilizer statement due. 
July 10—— 
asoline inspection fees and reports due. 
Lime kiln reports and fees due. 
July 15—— 
Testing sales and storage reports and taxes due. 
July 31 
Au 


to transportation company mileage tax reports 





ue. 
Fresh water fish dealers’ reports due. 





july 1 GEORGIA 
uly 


Architects’ renewal fee due. 

Bagatelle, billiard, etc., license fees, second semi- 
annual payment due. 

Insurance agents’ statement due. 

Insurance company’s annual report due May Ist 
or within 60 days thereafter. 

Motor carriers’ mileage tax due. 

Native gold purchasers’ copy of register due. 

July 3 
Malt extracts and malt products’ returns due. 
Soft drink syrups’ returns and taxes due. 

July 5 
Reports of dealers and distributors of oysters and 

shrimp due. 

July 10—— 

Soft drink syrups returns and taxes delinquent. 
July 15 
Carbonic acid gas reports and taxes delinquent. 
Taxes due from dairy manufacturing plants, dairy 

products, cream testers, etc. 

July 20 
Gasoline reports and taxes due. 

July 30 
Monthly report of motor carriers due. 

July 31 
Annual nursery stock dealers’ and agents’ licenses 

expire. 
Last day for payment of renewal fee by architects. 




















IDAHO 
uly 1—— 

Annual franchise (license 
payable the Ist day of 
Secretary of State. ¢ 

At the time of filing a certified copy“of articles of 
incorporation, when filed on or between the 1st 
day of July and the 30th day of September, 
there is due, in addition to all other fees re- 
quired, the full amount of the annual license tax. 

Personal property coming into Idaho between 
April Ist and July 1st is assessed at three-fourths 
of its full cash value. 

July 1-15 

Auto transportation companies file quarterly state- 
ment with and pay tax to the Tesarement of 
Law Enforcement Netween these dates. 

July 1-31 

Every corporation shall, during the month of July 
of each year and on or before the Ist day of 
September next thereafter, furnish an annual 
license tax statement to the Secretary of State 
and county recorder of each county in Idaho 
wherein the articles of such corporation are 
filed. 

First Monday in July 

County treasurer must, on or before this date in 
year succeeding that in which taxes were levied, 
enter all delinquent taxes (second half) and 
penalties in real property assessment roll, which 
entries are dated as of the Ist Monday of Janu- 
ary in year such taxes fall delinquent, and have 
force and effect of a sale to the tax collector 
(county treasurer) as grantee in trust for the 
county. 

July 10 
eer excise tax and report due. 

Monthly report of dealers in dairy products sub- 
stitutes due. 

Second Monday in July—— 

County assessor must assess all personal property 
between the 2nd Monday in January and the 
2nd Monday in July. 

Every railroad, electric current transmission line, 
telegraph and telephone company must file an- 
nual property tax return with State Auditor on 
or before this date. 

Every railroad, electric current transmission line, 
telegraph or telephone company must, on or 
before this date annually, furnish to the State 
Auditor certified copies of the annual reports of 
the board of directors to the stockholders, the 
annual reports to the Interstate Commerce 
Commission and to the railway commission of 
any state. 

The Board of County Commissioners of each 
county in Idaho meets as a Board of Equaliza- 
tion on this date each year for the purpose of 
equalizing the assessment of property on the 
personal property roll and to determine com- 

plaints in regard to the assessment of such prop- 
perty, and allow or disallow exemptions claimed. 


tax or fee due and 
uly of each year to the 
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July 15—— : 

Electric light and power companies’ report and 
kilowatt tax due. 

Gasoline dealers’ report and tax due. 

Report and license tax of electric generating com. 
panies due. 

Sales tax and return due. 

Third Monday in July—— 

The Board of County Commissioncrs oi each 
county in Idaho must complete its business and 
adjourn as a Board of Equalization on or before 
this date. 


ILLINOIS 


July 1 
, Rawr franchise tax of all corporations due. 
Architects must renew their licenses by this date 
Barbers must renew their licenses by this date. 
Chiropodists must renew certificates by this date. 
Licenses of persons engaged in the business of 
furnishing bail bonds must be renewed by this 





ate. 
Lien of franchise tax attaches. 
Poultry dealer’s annual license fee due. 
Registered structural engineers must renew 
tificate by this date. 
Storage warehouse for personal property annual 
license fee due. 
July 5 
Monthly report of food held in storage due fron 
cold storage warehouses. 
July 15 
Alcoholic beverage tax return of manufacturers and 
importing distributors due between Ist and 15th 
of each month. 
Petroleum products inspection fees for May due. 
— occupation (sales) tax reports and taxes 
ue. 


July 20—— : 
Last day for distributor of motor vehicle fuel to 
make monthly return and to pay tax. 
Last day for non-distributors to file monthly motor 
fuel report and to pay tax. 
Last day for registered brokers to make return of 
sales of motor fuel. 


July 30—— 
Last day for carriers to file monthly report oi 
motor fuel delivered during previous month. 
July 31 
Last day to pay annual franchise taxes before 
same are delinquent. 


cer 











INDIANA 





iy fon ; 
pplication for inspection of nursery stock due. 
Employment agency reports due. 
Motor carriers regulatory fees due. 
Navigation company reports and taxes due. 
Semi-monthly payment of excise taxes on 
products and alcoholic beverages due. 
First Monday in July , : 43 
Briefs in support of rehearings of public utility 
assessments due. 
July 10-—-_.. , 
Petroleum oils inspection fees due. 
July 15 
ank and trust company reports due. 
Common carriers’ gasoline reports due. 
Imitation condensed milk tax due. : 
Quarterly return and payment of gross income tax 
due. 
Semi-monthly payment of excise taxes 
products and alcoholic beverages due. 
July 20— - ; 
ank and trust company taxes and building ané 
loan association reports and taxes due. 
2 . 
asoline dealers’ reports and taxes due. 
July 30—— ; : 
Annual report of domestic corporations due. 
Annual report of foreign corporations due. 
July 31— ; 
Navigation company reports and taxes delinquent 


malt 








on malt 


Jul 








IOWA 
July 1 


Annual corporation report: Any corporation of 
ganized under the laws of Iowa or under the 
laws of any other state, territory, or any foreign 
country, which has complied with the laws © 
Iowa relating to the organization of corpora 
tions and secured a certificate of incorporation 
or permit to do business in this State, required, 
between the first day of July and the first da! 
of August of each year, to make an annual 
report and pay an annual fee of $1 to the Secre- 
tary of State. 

Annual corporation report—It shall be the duty 
of the Secretary of State, between the first day 
of May and the first day of July of each year 
to notify all corporations (doing business ™ 
Iowa) of the requirements (of the annual report 
and permit to do business) inclosing therein 4 
blank form and application. 

Annual report of stock transfers due. 

Chain store license tax due (payable in advance) 
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Tobacco license or mulct taxes are paid to the 
treasurer of the city or town or county wherein 
the business for which such tax is paid is lo- 
cated. Such taxes are due on or before the 
first day of July each year, for the year then 
beginning. 










1 oo gees : ; 
Milk dealers: License expires on this date after 
the date of issue. 
July 6- 
Cold storage plants make quarterly return to De- 
partment of Agriculture on or before this date. 
Second Monday in July 
Electric transmission lines, express, freight line 
and equipment, railroad, telegraph and telephone 
companies: Property of such companies is as- 
sessed as of this date by State Board of Assess- 
ment and Review. 
July 20 
In all cases where the tobacco license or mulct tax 
has not been paid (on or before July Ist) the 
assessor of the city or town or red ns Tg as the 
case may be, is required, on or after the 20th 
day of July of each year, to return to the county 
auditor and the Treasurer of State a list of 
persons who have engaged in selling cigarettes 
or cigarette papers. The county auditor there- 
upon enters the mulct tax against the real estate 
whereon such business is carried on. 
July 31 
; Atter the expiration of 30 days from the date when 
the tobacco license or mulct tax becomes due 
and payable, if not paid it is delinquent and col- 

















































lectible by the county treasurer in the same 
manner in which other delinquent taxes are 
collectible. 
KANSAS 
July 1—— 


Corporations chartered admitted on or after this 
date not required to file franchise tax returns 
for such year. 

Manufacturers’ and dealers’ license fees reduced to 
50% of the annual fee. 

Motor vehicle registration fees reduced to 50% of 
the annual fee. 

Second Wednesday in July 

State Tax Commission meets as board of equaliza- 
tion. 

July 10-—— 

Cigarette retailers’ reports due. 

Oil inspection reports due. 

July 15 

Butter manufacturers’ tax due. 

Ice cream manufacturers’ tax due. 

Milk condenseries’ tax due. 

Motor carrier reports and fees due and lien at- 
taches. 

July 25 

Gasoline reports and taxes due. 

July 31 

Last day to present special grievance of express 

companies. 
















































KENTUCKY 
Judy 1—— 

All license taxes levied by cities of the fourth 
class are due. 

All property taxes in cities of fourth class due. 

— sen date for property in cities of the sixth 
class. 

Assessors of the cities of the sixth class make out 
a list of taxable property between July 1 and 
November (a 

Bank deposits are taxable as of this date. 

Banks, trust companies and real estate title insur- 
ance companies file with the Tax Commission a 
report of transfer of intangibles on this date. 

Building and loan association property tax due. 

Chain store tax and report due. 

On or before this date the assessors of cities of 
the second class give public notice that property 
tax returns are required. 

Penalty of 10 per cent added where taxes in first 
class cities remain unpaid. 

Property in cities of the second class is assessed 
as of this date. 

Property is assessed for State and county taxes 

_ between July 1 and October 31. 

The value fixed and the amount of property as- 
sessed for State and county ad valorem taxes 
shall be the value and amount fixed as of this 

ate. 
July 5 

Employment agency reports due. 

July 10 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

Commercial agency license tax due. 

Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 

Monthly excise tax report of blenders and rectifiers 
of distilled spirits and excise tax due. 

Monthly report of refineries due. 

July 15 

Motor carrier mileage tax due. 

Motor carrier operators’ reports due. 

July 20 —_ 
Crude petroleum transporters’ monthly report due. 
il production tax due. 












































































STATE TAX CALENDAR 


July 21—— : : 
Report of banks showing total amount of deposits 
as of July 1, taxable in the name of the depositor 


due. 
July a 
asoline reports (except refinery reports) and 
taxes due. 
LOUISIANA 
July 1—— 


Business in Lake Charles and Shreveport pay 
one-half of annual city license fee started after 
this date. 

Businesses started after this date pay one-half of 
annual license fee. 





uly 5 
Wholesale fish dealer’s report due. 
July 10—— 
Auctioneers in New Orleans to pay duty. 
Oyster severance tax report due. 
Parish gasoline tax reports and tax due. 
Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 
Reports of imported gasoline due. 
Returns from shrimp freighters and ice boats due. 
Shrimp severance tax report and tax due. 
July 15—— 
Dairy products quarterly report and taxes due, but 
pnt Bsn August 14. 
Reports of gasoline and alcoholic beverages trans- 
ported by carriers due. 
uy 20—_ 
Icoholic beverage tax reports and taxes due. 
Gasoline tax report and tax due. 
Kerosene tax report and taxes due. 
ay! 30—— 
yster severance tax due. 
Public utility license tax report due. 
Severance tax reports by purchasers and dealers 


due. 
Severance tax reports of gross production and 
taxes due. 
MAINE 
July 1—— 


Chain store licensees’ renewal applications due. 
Gasoline tax due. 
Small loan agency monthly reports due. 
July 8—— ‘ ; 
— fishermen’s returns delinquent after this 
ate. 
July 10—— 
Inspection fees for packing of food due. 
Sardine packing inspection fees due. 





July 15 
Gasoline tax sales report due. 
MARYLAND 
July 1—— 


Demand for hearing on assessment of property or ju 


any unit of tax value is granted unless filed 
before date of finality for taxable year in ques- 
tion or in Baltimore City before this date pre- 
ceding taxable year in question. 

Intangible personal property assessed by Appeal 
Tax Court of Baltimore City as of this date next 
preceding any tax year. 

Taxes in Baltimore City, on real estate or chattels 
real, on personal property, shares of stock and 
other property, subject to valuation by State 
Tax Commission are in arrears on this date 
next ensuing date of levy. 

July 5—— 
Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 

Last day to file cold storage warehouse monthly 
report. 

July 10—— 

Last day to file monthly statement or declaration 
of insurance brokers, agents, or solicitors. 

Last day to make return and pay distilled spirits 
tax. 

Last day to pay admissions tax. 

July 31 

Last day to file beer tax report and pay tax on 
beer sold during preceding month. 

Last day to file dealer’s report and pay tax on 
gasoline sold or used during next preceding cal- 
endar month. 

Last day to pay cosmetics tax. 








e's MASSACHUSETTS 
Commercial fertilizer additional fees and statements 
ue. 


Insurance license fees due. 
Mortgagees’ notice to collector due. 
Property taxes (first installment) due. 
Public halls’ license fees due. 
July 10 
Alcoholic beverage excise tax return and tax due. 
July 15 
Cold storage warehouse reports due. 
Motor fuel distributors’ returns and tax due. 


MICHIGAN 











July 1 


Annual franchise tax report due any time during 


July and August. 
Canning and preserving license fee due. 
Clam and mussel license may be procured. 
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Dairy products’ application for license, and license 
ee due. 
July roll for city and/or school taxes collected 
separately. 
Last day for milk dealers to obtain license. 
Last day to pay live stock remedies license fee. 
Lien date for specific taxes upon public utilities. 
Sales tax license must be renewed by this date 
unless taxpayer reports on own fiscal year. 
Severance tax and reports due. 
Specific taxes on public utilities delinquent. 
State fiscal year begins. 
First Monday in July. 
Annual report of power and supply companies to 
Secretary of State due. 
Capital stock tax on river improvement companies 
ue. 








July 5 
asoline: Common carrier’s statement due. 
July 10—_ 
ommon and contract carriers’ monthly report due. 
Fur dealers: Last day to make monthly report. 





July 15- 

etroit property taxes due. 
Lien date for Detroit city taxes. 
Monthly sales tax and return due. 


July 20——_ 
asoline: Wholesale distributor’s statement and 
tax due. 
Severance tax and reports delinquent. 





July 31—— 
nnual capital stock report of railroad companies 
to Secretary of State due. 


july 1 MINNESOTA 
u _—— 


ppeal from decision of the Tax Commission in 
regard to iron severance tax must be filed or 
or before this date. 

Application for chain store license due. 

Common carriers file semi-annual list of ticket 
agents. 

Navigation companies file annual statement and 
pay tonnage tax. 

On this date of each odd-numbered year foreign 
corporation reports are due. 

Statement of taxable moneys and credits due. 

Unpaid drafts for iron severance taxes are deliv- 
ered to Attorney General for collection. 

First Monday in July. 

Annual report of telegraph companies due on or 
before this date. 

Borough boards of equalization meet on this day. 








July 5. 
‘old storage warehouse reports due. 


as 1 

iquor reports of wholesalers, brewers and dis- 
tillers due. 

Live stock commission merchants’ statements due. 


ly 1 

asoline tax and fees due. 

Interstate carriers truck mile tax and report due. 

Oil inspection fees due. 

Third Monday in July—— 
Borough boards a equalization complete their 
work on this day. 

County boards of equalization meet. 





July 20 
Common carriers’ liquor reports due. 
July 1 MISSISSIPPI 





Admission (amusement) tax and report is due 
between the Ist and 10th of each month. 

License for removal, sale and transportation of 
oysters, sea food, etc., expire on this date. 

Licenses for boats used to take or transport 
shrimp expire on this date. 

Oyster packers and canners file sworn statement 
on this date as to the number of barrels of 
oysters purchased and caught during the pre- 
ceding month. 

Oysters, sea food, etc.: 
is due on this date. 

First Monday in July. 

The assessor completes the assessment of both real 
and personal property and files the roll or rolls 
with the clerk of the board of supervisors on or 
before this date. 

The State Tax Commission convenes on this date 
or as soon thereafter as practicable to hear and 
determine objections to assessments. 

The Tax Commissioner annually on the first Mon- 
day in July but not later than the first Monday 
in August determines the tax due against electric 
light and power, express, pipe line, railroad, 
sleeping car, telegraph and telephone companies. 

First Tuesday in F pe 

The State Boar ~ meets at the capitol 
on this date for the purpose of examining ap- 
plicants for pharmacist’s license. 

, eels 


Monthly inspection tax 








Wholesale oyster and sea food dealers file monthly 

report on this date. 
July 10 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month. 

Every dealer in motor vehicles shall file a monthly 
report with the tax collector on this date. 

Motor vehicle monthly mileage tax reports are 
due on or before this date. 
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July 15—— 

Common carriers must file monthly report on this 
date, of gasoline and oil delivered by them. 

Distributors and wholesale dealers of gasoline file 
monthly report and pay monthly tax on this 
date. 

Franchise tax payable on or before this date. 

Franchise tax return due on or before this date. 


Monthly gross sales tax and report due on this 
date. 

Retail dealers in gasoline file monthly report on 
this date. 

MISSOURI 
July 1 

Annual report to Secretary of State due on o1 
before this date. 

Commission merchants’ license tax due. 

Corporations which register within 30 days from 


this date pay a $5 registration fee. 
Small loans: License expires. 
First Monday in July—— 

Manufacturers in St. Louis commencing 
after the first Monday of July 
bond for statement and 
June. 

Merchants in St. Louis commencing business after 
the first Monday of July required to tile bond 


business 
required to file 
tax due the following 














for statement and tax due before the first Mon- 
day of the following July. 
Merchants’ and manufacturers’ ad valorem license 
taxes due on or before this date. 
Merchants’ and manufacturers’ ad valorem taxes 
in St. Louis delinquent. 
Statements of St. Louis merchants and manufac- 
turers delinquent. 
Second Monday in July 
St. Louis merchants’ and manufacturers’ boards 
, . oe meet to hear complaints. 
July 
( A ce feeding-stuffs’ statement due. 
Gasoline: Statement of distributors and dealers 
due. 
Sales tax monthly return due. 
July 25—— 
Distributor’s and dealer's report of gasoline re 
ceived due. 
Gasoline: Tax due. 
Transporter’s statement due. 
July 30 
Mining statement and inspection fee due. 
July 31 
Manufacturers’, wholesalers’ and dealers’ tax due. 


Soft drink report due . 


MONTANA 
July 1— 
Agricultural seed warehousemen pay license fees 
to the State Treasurer annually on or before 
this date. 


Dealers in car lots of farm produce pay license 
fees to the State Treasurer annually on or before 
this date. 

Oleomargarine dealers’ license fees are due. 

Taxidermists’ reports are due. 

Warehousemen, grain dealers, track buyers and 
brokers pay license fee to the State Treasure 
on or belece this date annually. 

July 1-15 

Motor carrier shall at the time of the issuance of a 
certificate and annually thereafter, on or before 
these dates pay the motor carriers’ tax to the 
Roard of Railroad Commissioners. 

July 2 

Pharmacists’ 

July 10— 

Creameries, butter, cheese, 
reports are due. 

Milk or cream buying stations: 
July 15 
Alcoholic beverage, brewers’ and 

monthly reports and excise tax due. 

Annual report of motor carriers is due. 

Dealers’ monthly gasoline tax and report due to 
State Board of Equalization on or before this 
date. 

Railroads and common carriers file monthly report 
on or before this date with State Treasurer and 
State Board of Equalization of gasoline deliv- 
ered in state. 

Second Monday 

County assessor must complete 
on or before this date each year. 

Personal property brought into county at any time 
after this date must be listed and assessed as if 
it had been in county at time of regular assess- 








license renewal fees are due. 
or ice cream factories’ 


reports due. 





wholesalers’ 


assessment-book 





ment, provided such property had not already 
been assessed for that year. 
July 20 
Oil producers’ additional license tax report and 
tax due. 
Third Monday in July—— 
Board of county commissioners (county board of 
equalization) meets on this date to examine 


assessment-book and equalize the assessment of 
property in county. Session continues no later 
than 2nd Monday in August. 
Net proceeds of mines and all property required 
by law to be assessed by the State Board of 
Equalization must be assessed on or before this 


THE TAX MAGAZINE 





date each 


year. Provision applies to railroads, 
telegraph 


|, telephone, electric power, canal, ditch, 
flume, mining and oil companies. 

Railroads, dissatisfied with assessment 

Soard of Equalization may 

the Board, between 3rd Monday 

2nd Monday in August, 

the assessment corrected. 

Fourth Monday in July—— 


by State 


in July and 
apply to Board to have 





State Board of Equalization meets on this date 
each year and continues in session until 2nd | 
Monday in August to assess franchise and other 
property of railroads operated in more than one 
county. 

July 30 
Carbon black producers’ semi-annual license tax 


and report due to State 
this date. 

Cement dealers, manufacturers and importers must 
file quarterly license report with and pay quar- 
terly license tax to State Treasurer on or before 
this date. 

Coal mine operators’ and dealers’ quarterly license 


Treasurer on or before 


tax and report due to State Treasurer on or 
before this date. 

Last day to pay oil producers’ license tax, first 
installment. 


Oil producers deliver quarterly license tax report 
to State Board of Equalization on or before this 


date. 
July 31—— 
Reports due from public warehousemen. 
NEBRASKA 
| July 1—- 
.- on corporation franchise taxes and reports 
ue 


Fee for permit to slaughter branded livestock is | 


due on this date. 

First day to file foreign corporation franchise tax 
reports and pay fee. 

First day to file gross earnings report of express 
companies. 

Licenses for public grain warehouses expire on 
this date annually. 

Licenses of dairy product manufacturers expire. 

Licenses of imitation butter and cheese manufac- 
turers and dealers expire. 

Manufacturers and distributors of alcoholic liquor 
at wholesale must make a return with the 
Liquor Control Commission between the first 
and fifteenth of each month showing amount of 
alcoholic liquor manufactured and sold during 
the preceding month. 


Personal property brought into the State after 
April ist and before July Ist is subject to 
assessment. 


Quarterly reports from game and fur farms due. 

Second installment of personal property taxes be- 
comes delinquent on this date. 

Second installment of personal property taxes in 
the City of Omaha becomes delinquent on this 
date. 

First Monday in July 
State Board of Equalization and assessment meets. 
July 5 
Reports of public grain warehouses due. 
July 6 
Quarterly reports of cold storage warehouses due. 
July 10 

Employment agencies’ reports due. 

Railroad monthly reports of passes due. 

July 15—— 

Gasoline dealers’ reports and taxes due. 

Reports and taxes of retail imitation butter dealers 
due. 
Third Monday 

Gasoline carriers’ reports due. 

State Board of Equalization convenes to review 
the several assessments of the assessors. 

July 31 

Last day to file foreign corporation franchise tax 
reports and pay fee. 

Penalty accrues on unpaid franchise taxes of do- 
mestic corporations. 


wv ~— NEVADA 


Annual list of officers, directors, 
_of resident agent due, and $5 filing fee. 
Collection agencies’ licenses due. 




















First semiannual report for net proceeds of mines | 


due. 
Petroleum products report and fees due. 
Quarter for certain licenses begins. 
First Monday in July 
Public utilities tax due. 
Ten days later: Affidavits of tolls for roads and 
bridges due. 
Second Monday in July—— 








Last day for filing statement of property with 

assessor. | 
July 15- 

Patented mines: Taxpayer may present affidavit 


of $100 labor done to county board of equaliza- 
tion and have property stricken from tax roll. 
Third Monday in July 
Tax list to be completed and distributed. 
Fourth Monday in July 
County board of equalization begins sitting. 








at the meeting of | 


and designation | 
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| July 25—— 
| Gasoline (motor vehicle fuel) dealers’ 
reports and taxes due. 
| July 31 
Mining companies: Last day to file second seni. 
annual statement of net proceeds of mines with 
Tax Commission. 


NEW HAMPSHIRE 


and users’ 





July 1— 
Annual inspection certificate expires. 
Delivery of assessment list to collector due 
Gas and electric utility companies shall file annual 
statement with the Tax Commission. 


Gasoline distributor’s monthly tax due. 
Statement of railroads, telephone, telegraph, and 
express companies shall be filed with the Tax 


Commission. 
July 10 
Monthly report of agents of unlicensed fire insur. 
ance companies due. 
Monthly report of manufacturers and wholesalers 
of beverages due. 
Monthly report of foreign manufacturers 
wholesalers of beverages due. 
Monthly beverage report and fee of on-sale and 
off-sale permittees due. 
| July 15—— 
Monthly report of gasoline distributors due. 
July 25—— 
|! Quarterly report due. 


NEW JERSEY 
y 1—- 


Alcoholic beverage licenses must be renewed 
Any municipal lien on realty remaining in arrears 





and 


on this date shall be enforced by sale of the 
property. E 
Auctioneers of real estate or any interest therein 


must renew license on this date. 

Bottlers of soft drinks must renew license. 

Commission merchants must renew license. 

Dealers in commercial feeding stuffs must 
statement and pay inspection fee. 

If application for motor vehicle registration be 
made after this date, one-half fee rate applies 

Licenses of milk dealers expire. 

On or before this date distributors 
tax. 

Permit for importing, distributing, manufacturing 
or shipping dairy products must be renewed. 

Real estate brokers and salesmen must renew 
license. 

First Monday in July 

State Tax Commissioner conducts hearing for all 
persons interested with respect to the valuation 
and assessment of railroad or canal property. 

July 5 

Cold storage warehouses file report. 

| July 10 

Manufacturers, distributors, 

warehousemen and 

erages reports due. 

| Operators of interstate busses file monthly 
ment on or before this date. 

Operators of motor busses within the limits of a 
“municipality,” file a statement and pay the 
gross receipts tax on or before this date. 

July 31 

Distributors of motor vehicle fuel file monthly re 


file 


pay gasoline 











t transporters, 
importers 


storers, 
of alcoholic bev- 


state- 








| ports on or before this (last business day of 
month) date. 

| Transporters of gasoline must, within 60 days 
after the close of each month, furnish a state- 


ment, to the State Tax Commissioner, of all 


deliveries to points in New Jersey. 


| NEW MEXICO 

y 1 

All alcoholic beverage licenses expire on this date. 

Retail merchants whose gross annual sales exceed 

} $100,000 must file a return and pay any addi- 

j tional tax due on this date annually. 

| July 15 

| Gross 

due. 

Second installment of income tax due. 

July 20 
Motor carrier reports and taxes due. 

| Pipe line license fees due. 

{July 25 

Gasoline distributors’, retail dealers’ taxes and re- 
ports due, taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due, carriers’ reports due. 


NEW YORK 
| July 1 


Annual statement of advances under corporate 

| trust mortgages required to be filed within 30 
days after this date. 

Farm Produce: License tax payable on or before 
this date. 

Motor vehicle, including motor bicycle registration 
fees, prorated if registration occurs on or aftef 
this date. 

Real property assessed for local and state taxation 
except where local statute directs otherwise. 

—— half of real estate taxes in Nassau C« 

ue. 








income (occupational) taxes and_ reports 














unty 
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es with 
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s and re- 
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within 30 


or before 
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n or after 


e taxation 
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au County 





June, 1936 


ly 5 

eid storage warehouse monthly reports due. 
uly 15 

J Last day for paying village property taxes. 

Third Tuesday in July. 
Board of Assessors of each town in Suffolk County 

meets to hear complaints. 

July 30— ; 

Electric railways liable under Sec. 185 must file 
quarterly report and pay tax in July of each 
year. 

fransportation and transmission companies liable 
for additional tax must file quarterly report and 
pay tax in July of each year. 


NORTH CAROLINA 
July 1 


Corporation franchise tax reports due. 

Quarterly reports of installment paper dealers due. 

Three per cent discount period on property taxes 
expires. 
First Monday in July 
Report and additional sales tax on oils and oil 
products due. 

State Board of Assessment hears complaints as 
to railroad assessments. 

lax lien attaches to all real estate. 

the Board of Equalization and Review shall com- 
plete their duties on or before this date. 

July 10—— 

Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 
Ice cream manufacturers’ reports due. 
July 15 
Gasoline tax refund application for preceding quar- 
ter due, 
Gross sales return and tax due on or before this 
date where sales are reported on a monthly basis. 
Wholesale merchant’s liceuse tax due. 
July 20—— 
Gasoline tax and report due. 

July 31 
Semi-annual report of lightning rod dealers due. 
felephone company quarterly reports and privilege 

taxes due 30 days after July Ist. 


























NORTH DAKOTA 





July 1 
Annual corporation reports of capital stock, etc., 
due. 
Annual report of corporate existence due during 
July. 


Annual reports of stencils and brands due. 
Applications for gasoline tax refunds may be filed. 
Cigarette permit fees due. 

Cream station annual reports due. 

Motor vehicle registration fees reduced 50 per cent. 
Oil inspection reports and fees due. 

Railroad and telephone company reports due. 
Tractor fuel oil report and fee due. 

First Tuesday in July 
County boards of equalization meet. 

July 6 
Cold storage warehouse reports due. 

July 10—— 

Coal mine licenses renewable. 

Grain warehouse reports delinquent. 
Oil inspection fees delinquent. 
Tractor fuel oil fees delinquent. 

July 15 
Gasoline reports and taxes due. 
en motor carriers mileage report and taxes 

due, 

July 20 
Retail sales tax quarterly return and payment due. 
Surety liable on oil dealers’ bonds. 

July 31 
Annual report of stencils and brands delinquent. 
Cream station and dairy monthly reports due. 
Cream station annual reports delinquent. 

Grain warehouse reports due. 

















OHIO 
July 1 


Last day for banks, railroads, steamship and ex- 
press corporations engaged in business of trans- 
mitting money to foreign countries to file 
certificate with superintendent of banks. 

Manufacturers and dispensers of narcotic drugs 
_required to procure licenses. 

Narcotic drug licenses renewable. 








July § 
Last day for employment agencies to file monthly 
report. 
July 6—— 
Last day for cold storage warehouse corporations 


_ to file report. 
First Monday in July—— 
Assessment date for equipment, freight line, and 
sleeping car corporations, for excise tax. 


} 





Assessment date for property tax on express, tele- 


graph, and telephone corporations. 
July 10 
Admissions tax reports and payments due. 
Alcoholic beverage tax reports due. 
Last day for payment of eighth installment of real 





property and public utility real and tangible | 


personal property taxes, if paid in ten install- 
ments. 


STATE TAX CALENDAR 





Second Monday in Jul 
Day on which Tax oe certifies to county 
auditor amount of property tax on all utilities, 
except equipment, freight line, sleeping car cor- 
porations and motor transportation corporations, 
apportioned to his county and taxing districts 
therein. 
Value of propert 
tioned by Tax 
July 15 
Franchise tax becomes a lien on all property. 
Last day to file application with Tax Commission 
for review of assessment of capital stock where 
tax statements were mailed by June 15. If 
statement mailed after June 15, application must 
be filed within 30 days from receipt of statement. 
Last day, without penalty, to pay franchise tax, 
if treasurer of state mailed tax statements by 
June 15, but no penalty until after 30 days 
from such mailing. 
Monthly report of unregistered dealers in motor 
vehicle fuel due. 
Private and public motor carriers’ license fees due, 
beginning in July, 1936. 
Use tax returns and payments due. 
July 16—— 
Penalty of 15% added to unpaid franchise tax 
where tax statement was mailed June 15. 
Penalty shall not attach 
thirty days from date o 
ment. 
July 20—— 


of express companies appor- 
ommission among counties. 





mailing of tax state- 


stitutions, dealers in intangibles, intercounty 
corporations, railroad companies, suburban and 
interurban railroad companies, telegraph and 
telephone companies, express companies and 
other public utilities on the Auditor of State’s 
list due. 

Last day without penalty for dealers to report 
sales or taxable use of motor vehicle fuel during 
preceding calendar month, 

Private motor carriers’ monthly reports and emer- 
gency tax due. 

Where first half of real property and public utility 
real and tangible personal property tax assessed 
previous year was paid on time, this is the last 
day for payment of second half, where time has 
been extended. 

July 30 

Transportation companies, including pipe lines 
report all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 

July 31 

Gasoline tax for preceding calendar month due. 

Last day to file monthly fishing report. 


OKLAHOMA 








July 1 
Excise tax on petroleum report and tax due. 
First day for foreign corporations to file annual 

affidavit of capital stock. 
Food and drug manufacturers registration fees due. 
Gross production tax and report on oil and gas due. 
Hotels, restaurants, etc., license fees due. 
Sales tax terminates. 








July 5 
aon from mines (other than coal) due. 
July 10 
Report and tax of wholesalers of non-intoxicating 
alcoholic beverages due. 
Report of manufacturers of non-intoxicating alco- 
holic beverages due. 








July 15 
as pipe line reports of daily meter readings due. 
Gasoline tax and reports due. 
Mileage report and tax of motor vehicle carriers 
due. 
July 20 
Monthly sales tax and report due. 
Reports from coal mines due. 
July 30—— 
Cotton manufactories gross production quarterly 
return and tax due. 
Gross production of tax and report on asphalt and 
ores due. 
Quarterly report of purchasers of oil and gas due. 
July 31 
Fur dealers’ reports due. 
Mortgagors’ statements of principal amount out- 
a on mortgages due on or before this 
ate. 








OREGON 
July 1—— 

Annual franchise (license) tax report of domestic 
and foreign corporations is due during the month 
of June, and on or before the Ist day of July 
each year. 

Any mining or oil corporation whose annuai out- 
put or products shall not exceed in value $1,000, 
shall, if the annual mining statement is filed on 
or before July 1, be exempt from payment of 
annual license fee as now provided but in lieu 
thereof shall pay annual license fee of $10. 

County board of equalization adjourns on or be- 

fore this date after subsequent meeting to correct 
errors, and on this date first half of property 
taxes equalized at subsequent meeting of board 
shall be due and payable. 


rior to expiration of | 


J 


J 


J 


J 


J 
| J 





| 
| J 


July 15 


- ; _., | July. 20 
Intangible personal property taxes of financial in- | 


July 21 


First Monday in July 


July 
July 10 


July 15 





365 


Electric companies apply for a license to conduct 
business of installing electric equipment on or 
before this date each year. 

Fiscal year period covered by annual license fee 
begins July Ist. 

Last day for domestic mining and oil corporations 
to file annual franchise (license) tax report when 
such corporations seek to pay only minimum $10 
license fee. 

Motor vehicle dealers’ licenses run from the Ist 
day of July of each year. 

Plumbers file application and pay registration fee 
on or before this date to commissioner of labor 
and inspector of factories and workshops. 

Public or terminal warehouse licenses expire on 
this date. 

Special motor carriers’ monthly fee due. 





July 10 
il well license tax and report due on or before 


this date to county treasurer. 





Fish poundage fee and report and meat dealers’ 
report due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

On or before July 15 each year the Corporation 
Commissioner shall file with the State Treas- 
urer a statement, showing the amount of license 
fee due from the different corporations. Within 
30 days thereafter every domestic corporation 
shall pay or cause to be paid the license fee. 





Alcoholic beverage excise tax and report due. 
Motor carrier’s tax due on or before this date. 





Last day for corporations to file annual franchise 
(license) tax report with Corporation Commis- 
sioner without penalty. 

uly 31 

All certificates of cosmetic therapy schools expire 

on this date each year. 


PENNSYLVANIA 
a 1 
rokers’, 


factors’ and commission 
license fees delinquent on this date. 

In cities of the first class the mercantile license 
tax must be paid on or before this date. 

Penalty accrues on delinquent property taxes for 
cities of the third class. 

Penalty accrues on property 
Philadelphia. 

Pharmacy permits expire. 

‘Tax bills issued in cities of the first class. 

Theatrical exhibition license fee must be paid on 
or hefore this date. 








merchants’ 


taxes for city of 





In school districts of the second, third and fourth 
classes, the tax duplicates are furnished to the 
collector on or before this date. 


i. 
Warehouses (cold storage): Quarterly report due. 





Amusement 
due. 

Liquor importers’ reports to Department of Reve- 
nue due. 

Malt beverage tax reports to Department of Reve- 
nue due. 


tax monthly reports and payments 





Liquor manufacturers’ report and tax due. 

uly 22 

‘The amusements tax levied by an Act of June 22, 
1935, No. 183, is scheduled to expire on July 22, 
1937. 

uly 30 
iscount on borough taxes terminates 60 days 
after date of notice. 

First class township taxes delinquent 60 days after 














notice. 
July 31 

In cities of the first class the treasurer sues to 
recover mercantile license tax (due July Ist) on 
this date. 

In cities of the second class the third quarterly 
installment of taxes becomes delinquent. 

Last day for 1 per cent discount on property 
taxes in second class school districts. 

Monthly reports and tax payments of distributors 
and carriers of liquid fuels (for preceding 
month) due. 

RHODE ISLAND 
July 1 


Annual franchise tax on domestic corporations due. 
Corporate excess tax due. 
Gross earnings tax on public utilities is due. 
—_ 10——— 
asoline distributor’s monthly tax due. 
uly 15 
Annual franchise tax on domestic corporations de- 
linquent. 
Corporate excess tax delinquent. 
Gasoline distributors’ monthly reports due. , 
Interest charged on delinquent tax assessed against 
public utilities. 
Last day under extension of time to file account. 
Monthly sales tax report and tax due. 
uly 31 
Application for issuance of an execution is made 
to collect delinquent tax on public utilities. 
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SOUTH CAROLINA 
July 1—— 

Alcoholic beverage permittees commencing busi- 
ness between July 1 and September 30 need only 
pay % permit fee. 

Motor bus and truck line fees may be paid semi- 





annually in advance on or before January Ist 
and this date. 

July 1-10——— | 

Admissions to amusements return and stamp tax | 


due between these dates. 


Power tax and report of public utilities due be- 
tween these dates. 
July 4—— 


Fisheries monthly stamp report due not later than 
this date. 
July 5—— 


Fishing license tax report is due within 5 days of 


the end of each calendar month. 


Oyster or clam shuckers stamp report must be 
mailed on or before the Sth day of each suc- 
ceeding month. 

Sturgeon, caviar or shad dealers file a report 


within 5 days of the end of each month. 
Tobacco warehousemen required to file statement 
on or before the 5th day of each month. 





Jul 
Castine tax and report of dealers, distributors, 
importers and storers due on or before this date. 


july 1 SOUTH DAKOTA 
uly 1—— 


Cigarette dealers’ licenses renewable. 
Hearings on express company assessments prior 
to this date. 
-— restaurant and rooming house license fees 
ue. 
Malt extract and malt syrup registration fees due. 
Motor carrier permits renewable. 
Motor vehicle registration fees reduced to one-half, 
Property taxes delinquent in case tax books of 
county are destroyed. 
Railroad reports of elevators, warehouses and coal- 
sheds on rights of way. 
Warehouse reports due. 
First Tuesday in July 
, ag wad Boards of Equalization meet. 
u 
Director of Taxation assesses light, power, heating, 
water and gas companies and telephone com- 
saa 











uly 
J eran of Taxation assesses railroad companies. 
Second Monday in July 
Director of axation assesses sleeping car com- 
sacle and telegraph companies. 





~~ — 
mployment agency reports due. 
—_-~ carrier reports and taxes due. 





gw 
irector of Taxation assesses private car lines. 
July 15 
Gasoline reports and taxes due. 
Gross income tax on bulk sales, and report, due. 





Inspector of petroleum products may require 
report. . : : . 

Livestock remedy inspection and registration fees 
due. 


Monthly sales tax report and tax due. 


Jul 
Sate a gross income tax does not exceed $10 per 
, month: Tax, tax report and estimate due. 

Ju 





ross income tax on bulk sales, and report, due. 


jul TENNESSEE 
uly 1 


Annual corporation report must be filed and fee 
must be paid by domestic and foreign corpora- 
tions on or before July 1 annually to Secretary 
of State. 

Excise (income) tax is payable on or before this 
date to the Department of Finance and Taxa- 
tion. 

July 1-31 

Semi: annual business license tax on domestic_and 

ee insurance companies is payable in July. 











Jul 
Ous arterly report of oils and volatile substances due 
on or before this date. 
July 15 
Insurance brokers’ 
before this date. 
Last day on which to file quarterly report of oils 
and volatile substances. eport is filed with the 
Comptroller of the Treasury. 
July 30—— 
Last day on which to pay annual excise (income) 
tax. Penalty accrues for failure to pay later 
than this date. 





semi-annual reports due on or 


TEXAS 


Jul 
nee companies’ public utility report and tax due. 
Cigarette tax: Wholesale dealer’s report of drop 
shipments due. 
Express companies’ 


public utility report and tax 
ue. 

















THE TAX MAGAZINE 






Fire or fire and marine insurance agents, first day 
to file report. 

Freight car companies’ 
tax due. 

Gas, light, power and water companies’ 
utility report and tax due. 

Last day to pay overdue franchise tax and penalty. | 

Report and tax of commercial agencies due. 

Report and tax of textbook publishers due. 

Report of emigrant agents due. 

Right to do business in state forfeited for failure 
to pay franchise tax. 

Sulphur production report and tax due. 

= companies’ public utility report and tax 
ue. 

Telephone companies’ public utility report and tax 
due. 

Terminal companies’ 


public utility report and 


public 





public utility report and tax 


ue. 
Timber brands report due. 
July 15 
Cigarette tax: Wholesale dealer’s report of drop 
—_— due. 








“= * 
asoline taxes and reports due. 
July 25 
Monthly 
due. 
Natural gas production and tax r 
Oil " sacnanggae reports and taxes 





report and tax of cement distributors 


_ due. 


-— 
il carriers’ report due. 
Oil production report: 
. 1 due. 


Jul 
Bire or fire and marine insurance agents, last day 
to file report. 


Last day for express companies to file report and 
pay tax to avoid penalties. 


UTAH 


Jul 
wa asatine distributor’s and retailer’s license fee due. 


Oil withdrawn from stor- 








Jey onthly report of cold storage warehouses due. 
July 10—— 
Carrier’s report of motor fuel deliveries due. 
Monthly report and tax of dealers in alcoholic 
or due. 





Jul 
to ton mile return and fees due on commercial 
motor vehicles. 
Monthly gasoline tax and report due. 
Sales tax and return due. 





July 20 
Monthly fees of motor carriers due. 
VERMONT 
July 1 





Licenses to sell oleomargarine expire. 

Quarterly reports of creameries, cheese factories, 
condensaries and receiving stations due within 
five days from this date. 





jul 

F Guarter -annual local property tax instalment due. 

u 

orporation income Pomectine) tax: Second quar- 
terly instalment of tax based on calendar year 
is payable to Commissioner of Taxes on or 
before this date. 

July 31 
License fee of peddlers for last half of year due. 
— may obtain half-year licenses after this 

ate 











july 1 VIRGINIA 
y 


Commercial feeding stuffs registration to be made. 
— vehicle carriers’ road tax and appraisal tax 
ue 
Permit period for fish and game breeders begins. 
Permit period for fox and rabbit breeders begins. 
Permit period for fur dealers begins. 
Wheat and corn millers’ inspection fee due. 
July 1-10 
Medicine, 
due. 
Oyster purchaser’s inspection fee due. 
July 1-15 
Fish buyer’s and oyster packer’s report to be 
made between these dates each year. 
July 10—— 
Beer excise tax and report of beer sold during 
previous month due on or before this date. 
Beverage of not more than 3.2 per cent alcoholic 
content excise tax and report of beverages sold 
during previous month due on or before this 
date. 
Fur dealer’s reports due. 
ng cle warehouse report due. 





salve, liniments, etc., vendors’ reports 





ag By 
asoline statement and tax due. 


WASHINGTON 
July 1 


Agricultural seeds license fees due. 
Annual license fees of all corporations due. 





Annual license tax reports and taxes of foreign | July 20 


corporations due. 








June, 1936 








Auto transportation company reports and fees t 
Director of Public Works due July 1-15. 

Dairy plants and factories license fees due 

Electricians’ license fees due. 

Fish hatchery reports due. 

Fur dealers’ reports due quarterly. 

Game farm reports due. 

Nursery stock descriptive invoices due. 

Nursery stock license fees due. 

Public warehouse license fees due. 

| First Monday in July 
County boards of equalization meet. 

July 15 
Admissions tax and return due. 

Auto transportation company reports and fees t 
Director of Public Works due July 1-15. 

Butter substitutes reports and taxes due. 

Compensating tax and return due. 

Gasoline reports and taxes due. 

Gross income (occupation) tax and return due. 

Public utility gross operating revenue tax and re 
turn due. 

Retail sales tax and return due. 

Warehouse reports of business 
Agriculture due. 

July 31 
Fish quarterly reports and license fees due. 
Motor vehicle operators’ licenses expire on July 

31st of each off numbered year. 


July 2 WEST VIRGINIA 


Amusement devices, auctioneers, private bankers, 
brokers or real estate agents, collection agencies, 
non-resident fur buyers, hotels, junk dealers, 
labor agencies, patent medicines, pawnbrokers, 
pool rooms, restaurants, salesmen, slot machines, 
soft drinks, stamps, taxicab stands, theatrical 
exhibitions, etc., tobacco dealers, vessels, weap 








to Director of 








ons, creameries, shipping. stations, milk fac. 
tories, cheese factories, ice cream factories, 
condensaries, commercial feedstuffs, nursery 


stock and nurserymen required to renew licenses. 

Annual fee to state auditor due. 

Beer dealers’ annual report due. 

— tax and reports of domestic corporations 
ue. 

Gasoline dealers’ license tax due. 

Second installment of public utilities’ privilege tax 
on calendar year basis due. 


. o— . , 
The board of review meets on or before this date. 


Jul 
heey and beer distributors’ monthly report 
and excise tax due. 
Petroleum dealers’ reports due. 
July 15—— 
Retail sales tax and return due. 





Jul 
ea tax and reports due. 
Second quarterly report and payment of business 
and occupation tax due. 


WISCONSIN 





July 1 
Annual report of domestic corporations delinquent. 
Certificate of authority issued to companies selling 

motor club service expires. 
Cigarette license fee due. 
Employment agency reports and license fees due 
within first ten days of July. 
Ice cream manufacturers’ license expires. 
Liquor licenses expire. 
Motor carrier quarterly flat tax due. 

First Monday in July 
In cities the local Board of Review meets. 

July 5 
Monthly report of cold storage warehouses due. 

July 10—— f 
— service companies’ annual license fet 








Alcoholic beverages monthly reports due. 
Employment agents’ ten day period for filing re. 
ports expires. 
Oleomargarine license tax report due. 
July 15 
sa carrier flat or mileage tax quarterly reports 
ue. 
Motor truck, tractor truck, 
registration delinquent. 
July 20—— 
—" dealers must file monthly return and pay 


Third. — in July. 
All objections to amount of valuation in Ist class 
cities must be made in writing by this date. 





trailer or semi-trailer 





Jul 
a cidiaiieit company gasoline tax reports due 
July 31 tue 
Privilege dividend return and tax due. 


July 1 WYOMING 


Franchise (annual license) tax and report due. 
July 10—— 

Carriers’ monthly gasoline tax and report due. 
July 15 

Monthly gasoline tax and report due. 

Sales tax return and tax due. 














Motor carrier compensatory tax and report due. 








» due. 
c and re 


ector o} 
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bankers, 
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theatrical 
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rilege tax 


this date. 


ly report 


~ business 


elinquent 
es selling 
fees due 
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ets. 
ses due. 
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n and pay 
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; date. 


ports due 


rt due. 


‘t due. 


ort due. 


WANS ETINCEMKONN' 


Important Stock Dividend 
Decision by Supreme Court 


N important decision affecting the taxability of 

stock dividends was made by the Supreme Court 
of the United States on May 18, 1936, in the case of 
Corinne S. Koshland v. Guy T. Helvering, Commis- 
sioner of Internal Revenue, in holding that where the 
payment of a dividend of common stock confers 
different rights and interests than did the old shares 
—the new certificates,-plus the old, representing a 
different proportionate interest in the net assets than 
did the old—it constitutes the receipt of taxable in- 
come by the stockholder. 


The case specifically involved the question as to 
whether, under the Revenue Acts of 1926 and 1928, 
a taxpayer who purchased cumulative nonvoting 
preferred shares of a corporation upon which a divi- 
dend was subsequently paid in common voting 
shares must, upon a sale or other disposition of the 
preferred shares, apportion their cost between the 
preferred stock and the common stock for the pur- 
pose of determining gain or loss, as is required by 
Treasury regulations. 

The answer was that the dividends received were 
income and therefore allocation of cost between the 
preferred stock and the new common stock for the 
purpose of determining gain or loss on the redemp- 
tion of the preferred stock in 1930 is erroneous. 

The rule applied by the Treasury in the treatment 
of stock dividends whether made in the same or a 
different class of stock has been followed since the 
Supreme Court’s decision on March 8, 1920, in the 
case of Eisner v. Macomber, 252 U. S. 189, which 
held that a dividend in the corporation’s common 
stock paid to the common stockholders was not in- 
come within the meaning of the Sixteenth Amend- 
ment. 


In the Koshland decision, the Court indirectly 
states that the limitation of the rule in the Ma- 
comber case to situations where dividends have been 
paid in the same stock as held by the taxpayer when 
the dividend was applicable was indicated in deci- 
sions soon after the passage of the 1921 Act, which 
pointed out the distinction between a stock dividend 





which worked no change in the corporate identity 
the same interest in the same corporation being rep- 
resented after the distribution by more shares of 
precisely the same character, and such a dividend 
where there had either been changes of corporate 
identity or a change in the nature of the shares 
issued as dividends whereby the proportional inter- 
est after the distribution was essentially different 
from a stockholder’s former interest.’ 

The opinion states that while due weight is given 
to an administrative interpretation long and con- 
sistently followed, particularly when Congress, 
presumably with that construction in mind, has reen- 
acted the statute without change, the question in this 
case is not merely one of adoption of the administra- 
tive construction but whether it should be adopted 
if in effect it converts an income tax into a capital 
levy. 

The general rule then prescribed, supplementing 
that in the earlier Macomber decision, is that where 
a stock dividend gives the stockholder an interest 
different from that which his former stockholdings 
represented he receives income, and this type of 
income is taxable as income under the Sixteenth 
Amendment. 

As to the effect of Treasury regulations, the opin- 
ion says: 

Where the act uses ambiguous terms, or is of doubtful 
construction, a clarifying regulation or one indicating the 
method of its application to specific cases not only is per- 
missible but is to be given great weight by the courts. 
And the same principle governs where the statute merely 
expresses a general rule and invests the Secretary of the 
Treasury with authority to promulgate regulations appro- 
priate to its enforcement. But where, as in this case, the 
provisions of the act are unambiguous, and its directions 
specific, there is no power to amend it by regulation.? Con- 
gress having clearly and specifically declared that in tax- 
ing income arising from capital gain the cost of the asset 
disposed of shall be the measure of the income, the Sec- 
retary of the Treasury is without power by regulatory 


amendment to add a provision that income derived from 
the capital asset shall be used to reduce cost. 





1 United States v. Phellis, 257 U. S. 156; Rockefeller v. United States, 
257 U. S. 176; Cullinan v. Walker, 262 U. S. 134; Marr v. United States, 
268 U. S. 536. 

2 Manhattan General Equipment Company v. Commissioner of Internal 
Revenue, No. 226, October Term, 1935, and other cases cited. 
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Mr. Justice Stone and Mr. Justice Cardozo dis- 
sented. The dissenting opinion holds that the meth- 
od which has been followed in Treasury regulations 
is supported by the Supreme Court’s decision in 
Miles 5 Safe Deposit & Trust Company of Baltimore, 
259 U.S. 247. 


New Federal Laws Involving Taxation 


Annual Labor on Mining Claims 
Pending Issue of Patents 


N THE case of claimants entitled to exemption 

from the Federal income tax for the taxable year 
1935, Public Act No. 532, 74th Congress (approved 
April 24, 1936) provides that the provision of 
Section 2324 of the Revised Statutes of the United 
States, which requires on each mining claim located, 
and until a patent has been issued therefor, not less 
than $100 worth of labor to be performed or im- 
provements aggregating such amount to be made 
each year, shall be suspended as to all mining claims 
in the United States during the year beginning at 
12 o’clock m. July 1, 1935, and ending at 12 o’clock 
m. July 1, 1936, subject to the following other pro- 
visOs: 

1. That every claimant of any such mining claim, 
in order to obtain the benefits of the Act, shall file, 
or cause to be filed, in the office where the location 
notice or certificate is recorded, on or before 12 
o’clock m. July 1, 1936, a notice of his desire to hold 
said mining claim under the Act, which notice shall 
state that the claimant, or claimants, were entitled 
to exemption from the payment of a Federal income 
tax for the taxable year 1935. 


2. That such suspension of assessment work shall 
not apply to more than 6 lode-mining claims held 
by the same person, nor to more than 12 lode-mining 
claims held by the same partnership or corporation. 

3. That such suspension of assessment work shall 
not apply to more than 6 placer-mining claims not 
to exceed 120 acres (in all) held by the same person, 
nor to more than 12 placer-mining claims not to 
exceed 240 acres (in all) held by the same partner- 
ship, association, or corporation. 





Copies of Income Tax Returns for Inspection by 
State Officials 


To carry out the provisions of Section 55(b) of the 
Revenue Act of 1934, as amended, a ruling of the 
Bureau of Internal Revenue (I. T. 2947, XIV-51-7869 
(p. 8)) requires that for a taxable year or period 
beginning on or after January 1, 1935, there must be 
filed with each income tax return an extra copy either 
on the duplicate form provided by the Bureau for 
that purpose, or a photostatic or photographic copy 
of the original return, but there was no statutory 
penalty for failure to comply with the regulations. 

Under Public Act No. 510, 74th Congress (ap- 
proved April 10, 1936), penalties and other require- 
ments are presc ribed by addition of a new subsection 
(d) to Section 54 of the Revenue Act of 1934, as 
amended, which reads as follows: 


(d) Copies of Returns.—If any person, required by law 
or regulations made pursuant to law to file a copy of any 
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income return for any taxable year beginning after De- 
cember 31, 1934, fails to file such copy at the time re- 
quired, there shall be due and assessed against such person 
$5 in the case of an individual return or $10 in the case 
of a fiduciary, partnership, or corporation return, and the 
collector with whom the return is filed shall prepare such 
copy. Such amount shall be collected and paid, without 
interest, in the same manner as the amount of tax due 
in excess of that shown by the taxpayer upon a return 
in the case of a mathematical error appearing on the face 
of the return. In case of a person who filed a return for 
any taxable year not beginning after December 31, 1935, 
such amount of $5 or $10 shall be due and assessed only 
if the copy is not filed before the expiration of fifteen days 
after the mailing by the collector in whose office the 
return is filed, of a request to such person for the filing 
of the copy. Copies of returns filed or prepared pursuant 
to this subsection shall remain on file for a period of not 
less than two years from the date they are required to 
be filed, and may be destroyed at any time thereafter 
under the direction of the Commissioner. 


Following is an announcement by Commissioner 
Guy T. Helvering relative to the new law: 


Under regulations prescribed by the Treasury Depart- 
ment to carry out the provisions of section 55 (b) of the 
Revenue Act of 1934, as amended by the Act (Public No. 40, 
74th Congress, First Session) approved April 19, 1935, every 
person (except nonresident alien individuals) required to 
file an income return for a taxable year or period beginning 
on or after January 1, 1935, is also required to file with the 
return a copy thereof on the duplicate form on colored 
paper provided for that purpose, or a photostatic or photo- 
graphic copy of the original return. The regulations re- 
quire such copy to be a complete duplicate of the return as 
filed except that the copy need not be signed or the 
affidavits on the duplicate form otherwise filled in. The 
regulations provide further that there shall be attached to 
the copy on the duplicate form a copy of any schedule or 
statement attached to the original return except (1) Schedule 
C-1 in the case of a corporation return, (2) the copy of the 
will or trust instrument in the case of a fiduciary return, 
(3) the power of attorney on Form 935 or Form 936 in the 
case of a return made by an agent, and (4) the copy of the 
annual statement made to the insurance department of 
the State, Territory, or District of Columbia in the case of 
a return of an insurance company. 


Under the provisions of the Act, entitled “AN ACT 
Relating to the filing of copies of income returns, and for 
other purposes” (Public No. 510, 74th Congress, Second 
Session), approved April 10, 1936, which amends section 54 
of the Revenue Act of 1934, as amended, by adding at the 
end thereof a new subsection (d), if any person required 
pursuant to the above-mentioned regulations to file a copy 
of his income return for any taxable year beginning on or 
after January 1, 1935, fails to file such copy at the time 
required, there will be assessed against such person $5 in 
the case of an individual return, or $10 in the case of a 
fiduciary, partnership or corporation return and the col- 
lector of internal revenue with whom the return is filed 
will prepare such copy. With respect to the filing of in- 
come returns for any taxable year beginning during the 
calendar year 1935, however, such amount of $5 or $10 will 
be assessed only if the copy is not filed before the expira- 
tion of fifteen days after the mailing of a request therefor 
by the collector. In the case of an income return for a 
taxable year beginning on or after January 1, 1936, which is 
filed without the required copy, the taxpayer is subject to 
an immediate assessment of $5 or $10, as the case may be, 
because of the failure to file such copy and no request to 
supply it is necessary or will be made. 


If an assessment of $5 or $10 is made because of the 
taxpayer’s failure to file the required copy of his return, 
such assessment is payable under the law upon notice by 
the collector, as in the case of an assessment of an addi- 
tional tax due on account of a mathematical error appear- 
ing on the face of the return, and the taxpayer has no right 
of appeal to the Board of Tax Appeals with respect to such 
assessment. 
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Exemption of Olympic Game Receipts 


Exemption from any present or future Federal 
income tax or gift tax is granted, by Public Act - 
528, 74th Congress (approved April 20, 1936), 
the case of any present, past or future members of 
the Xth Olympiad Committee of the Games of Los 
Angeles, U. S. A. 1932, Ltd., in respect of any sur- 
plus of moneys receiv ed by such committee from 
8 operation of the Olympic Games in California 
in 1932 and donated (1) by such committee, or any 
of its members, to the State of California, or (2) by 
such committee, or any of its members, through the 
Community Development Association, Ltd., to the 
city of Los Angeles, Calif., or the county of Los 
Angeles, Calif. 


Major Parties Challenged to End 


Spoils System in Government 


OTH the Democratic and Republican parties 

have been challenged by the National Civil 
Service Reform League to adopt a civil service plank 
to end the spoils system. The draft of a merit sys- 
tem plank, recommended for incorporation in the 
respective party platforms at the Cleveland and 
Philadelphia conventions in June, has been sub- 
mitted to Henry TP. Fletcher, Republican national 
chairman, and Postmaster General James A. Farley. 

Calling specifically for the extension of the civil 
service rules to the exempted positions in the tempo- 
rary agencies, more than 200,000 of which are said 
now to exist, the plank declares that “efficiency and 
economy-in administration of the Federal Govern 
ment cannot be effected except through rigid appli- 
cation of the merit system.” 

The League plank recommends the incorporation 
of mutual party pledges “to extend 
the provisions of the Civil Service 
\ct and rules to cover all positions 
in the Federal service other than the 
few executive positions requiring of 
the incumbents determination of gov- 
ernmental policies.” It would pledge 
each major party to “urge upon the 
Congress the enactment of legisla- 
tion to repeal all present laws pro- 
viding for the exemption of such 
positions or classes of positions under 
the operation of the Civil Service 
\ct,”’ and to favor legislation “to 
authorize the President to extend 
the merit system to all such adminis- 
trative positions, including presidential 
postmasters, collectors and deputy ° 
collectors of customs and internal 
revenue, and other similar positions.” 

“We approve the extension of the 
civil service rules to positions in the 
temporary agencies which have been 
exempted from its operation,” the 
plank states ; adding, “We pledge the 
party to make the Federal Civil Serv- 
ice a real career service, based on 
demonstrated ability and capacity.” 
In issuing the challenge; H. Eliot 
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Kaplan, executive director of the National Civil 
Service Reform League, gave out the following ex- 
planatory statement: 


We have made great progress in the extension of the 
civil service svstem in the national government since 1883. 
The credit for this advance should be shared by those 
Democratic and Republican presidents, who have, by exec- 
utive order, replaced political patronage by providing for 
appointment by a competitive examination system to estab- 
lish qualification and fitness. Congress, on the other hand, 
must take the responsibility for most of the evasions of the 
civil service law. 

30th Democratic and Republican parties are equally to 
blame for the failure to extend the merit system in thirty- 
nine states of the Union and in many of the municipalities 
throughout the country. Both political organizations have 
made promises and given lip service to the establishment 
of a career service, but performance has fallen far short of 
promise. 

Progress in the last twenty-five years has been greatly 
retarded by the exaggerated value of patronage in the 
minds of practical politicians. Our political statesmen 
who appreciate the demoralizing influence of the patron- 
age system with its waste, corruption and incompetency 
are, unfortunately, in the minority. “To the victor belong 
the spoils’—the hog call of politics—still appeals strongly 
to the persistent patronage-seekers. Aside from the cogent 
need for efficiency and economy resulting from rigid appli- 
cation of the merit system, the spoils system must be elim- 
inated to save democracy itself. One or the other must 
inevitably die. 


Field Settlement of Income 
Tax Cases 


S A further step to improve administration of 
the income tax laws, the Bureau of Internal 
Revenue authorized the internal revenue agent in 
charge of the Cleveland, Ohio, division, beginning 
April 1, 1936, to issue final notices of deficiency (90- 
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day letters) in income tax cases arising in that divi- 
sion. These letters represent the final notice under 
the statute of the proposed assessment of additional 
taxes and advise the taxpayer that upon petition the 
case will become subject to the jurisdiction of the 
United States Board of Tax Appeals. 

The internal revenue agent in charge at Cleveland 
is also authorized to assume the responsibilities and 
authority of the Income Tax Unit in Washington in 
the conduct of negotiations for settlement in respect 
of proposed increases in tax liability and in the con- 
sideration of the entire record in the endeavor to 
reach agreements with taxpayers or their counsel. 
The primary purpose of this action is to afford tax- 
payers a more convenient and less costly method 
of disposing of their income tax questions and to 
enable the Bureau of Internal Revenue to expedite 
the work of audit and investigation. 


Samuel B. Hill Nominated as 
Board of Tax Appeals Member 


NAMUEL B. HILL, representative in Congress 
from the State of Washington, was nominated 
by the President on May 18 for membership on the 
United States Board of Tax Appeals for the twelve- 
year term, beginning June 2, 1936, to fill the vacancy 
made by the resignation of Charles M. Trammell. 
Mr. Hill was first elected to Congress in 1923 
from the Fifth District of Washington, which has 
expressed its satisfaction with his services by con- 
tinuously returning him as representative by increas- 
ingly large majorities. Early in his congressional 
career he demonstrated extraordinary capability in 
matters of taxation, and as a member of the Ways 
and Means Committee (now the ranking member) 
and the Committee on Internal Revenue Taxation 
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he has taken leadership in directing the course ot 
revenue legislation in the House during recent years 
He was chairman of the Ways and Means Subcom- 
mittee which drafted the essential features of the 
Revenue Bill of 1936 in the form passed by the 
House of Representatives. 


Miscellaneous Federal Tax Bills 


OLLOWING are summaries of Federal tax bills 

introduced in Congress during the past month or 
bills previously reported on which there has been 
further action: 


Cashew Nuts: Increase in Tariff—H. R. 12530, intro- 
duced by Rep. Josh Lee of Oklahoma (Dem.), would amend 
paragraph 761 of the Tariff Act of 1930 to provide for an 
increase in the duty on cashew nuts, shelled or unshelled, 
from 2 cents per pound to 14 cents per pound.—Referred 
to the Committee on Ways and Means. 


Horse Race Gambling Tax.—H. R. 12579, introduced 
by Rep. Frank Boykin of Alabama (Dem.), provides for 
a license tax of 5 per cent of all moneys paid upon wagers 
upon horse racing, and for a penalty of $1,000 for viola- 
tion of the tax provisions prescribed.—Referred to the 
House Ways and Means Committee. 


Oleomargarine: Repeal of Special Tax on Retail 
Dealers.—H. R. 12529, introduced by Rep. E. E. Cox 
(Dem.), provides for repeal of the special tax on retail 
dealers in oleomargarine and change in the law with respect 
to measurement of artificial coloring by amendment of 
the Act entitled “An Act defining butter, also imposing 
a tax upon and regulating the manufacture, sale, impor- 
tation, and exportation of oleomargarine,’ approved Au- 
gust 2, 1886, as amended.—Referred to the Committee on 
Agriculture. 


Public Debt Limitation by Constitutional Amendment. 
—H. J. Res. 579, introduced by Rep. Harold Knutson of 
Minnesota (Rep.), proposes a constitutional amendment 
to limit the peacetime public debt of the United States to 
twenty billion dollars and to require that when such a 
limit has been reached that every measure appropriating 
money must be accompanied by a tax 
unless included in the Federal Budget, 
which must be covered by a tax in full. 
—Referred to the Committee on the Ju- 
diciary. 

Tobacco Control Act Tax Refund.— 
H. R. 12596, introduced by Rep. Robert 
A. Green of Florida (Dem.), is a bill to 
modify the statute of limitations so as 
to provide that the refund of any tax 
collected under the Kerr-Smith Tobacco 
Act, approved June 28, 1934, as amended, 
shall be allowed in accordance with the 
provisions of law and regulations appli 
cable to the refund of taxes erroneously 
or illegally assessed or collected, if claim 
for the refund is filed within twelve 
months after the enactment of this pro- 
posed Act.—Referred to the Committee on 
Agriculture. 


Treasury Agency Reorganization. — 
H. R. 12556, introduced by Rep. Robert 
L. Doughton of North Carolina (Dem.), 
creates in the Treasury Department an 
organization to be known as the Treas- 
ury Agency Service, at the head of which 
will be the Secretary of the Treasury. 
and authorizes the Secretary to appoint 
an assistant in such organization who is 
to be known as the Director of the Treas- 
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ties of that Service as the Secretary may from time to 
time assign. 

The following Treasury Department investigative and 
law-enforcement agencies, will, under the bill, be included 
in the Treasury Agency Service: The Enforcement Divi- 
sion of the Alcohol Tax Unit of the Bureau of Internal 
Revenue, The Customs Agency Service of the Bureau of 
Customs, and the Secret Service Division of the Treasury 
Department. The Bureau of Narcotics is not included 
in the proposed reorganization, but provision is made for 
coordinating that part of its activities which relates to 
the enforcement of the narcotic laws with the activities 
of the Treasury Agency Service. 


Following the Antismuggling Act and the Customhouse 
Brokers Act, the proposed measure represents a third 
major step in an intensive program to wipe out frauds on 
the revenue and provide for better enforcement of the 
revenue laws.—Reported to the Senate Committee on Finance, 
Vay 7, 1936. 


The Revenue Bill Hearings 


HE almost unanimous opposition of business 

spokesmen to a single tax on corporations based 
on the amount of undistributed net earnings, though 
having little persuasive effect with the majority of 
the Ways and Means Committee, was effectively 
voiced before the Senate Committee on Finance, as 
its draft of the revenue bill attests. 


Many of the witnesses before the Senate commit- 
tee were the same as appeared at the House Ways 
and Means Committee hearings and much of the 
testimony was in substance the same. But, at this 
second appearance, opponents of an entire change in 
the corporate tax system had a definite and vul- 
nerable target in the form of the House bill and 
were able to launch a more concrete attack than 
had previously been possible. 


Early in the Senate hearings, Dr. Joseph J. Klein of 
New York City, who appeared in behalf of the Com- 
mittee on Federal Taxation of the American Society 
of Certified Public Accountants, of which he is chair- 
man, made a suggestion which appears to have guided 
the Senate Finance Committee in revamping the 
Hfouse bill. 


While commending certain features of the bill, the 
plan of changing the method of taxation of corpora- 
tions to one based entirely on rates governed by the 
amount of undistributed earnings was declared by 
Dr. Klein to embody a short-sighted fiscal policy. 
\loreover, it was strongly urged that consideration 
be given to the possibility that the new form of taxa- 
tion might run afoul of the Constitution. If Congress 
decides that it really wishes to experiment with a 
general tax on undistributed income, two safe alter- 
natives were suggested as available—one, extension 
of existing sections 102 and 351, and, the other, con- 
tinuation of existing taxes supplemented by a minor 


“experimental” tax on undistributed corporate in- 
come. 


The opinion was expressed that the definition of 
“personal holding company” in Section 531 of existing 
law, which levies a surtax on personal holding com- 
panies, could be so modified as to cope with major 
abuses of unreasonable and unnecessary accumula- 
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tion of surpluses by corporations where a few stock- 
holders are in control. 


And as to Section 102 of the law now in effect, 
which deals with mere investment and holding com- 
panies, regardless of the number of stockholders, 
and with ordinary business corporations which are 
used or availed of for the purpose of accumulating 
unreasonable surpluses, Dr. Klein stated that he was 
not prepared to concede that enforcement of it is 
impossible. He thought it was possible to devise 
more effective administrative provisions than those 
contained in the present law. 

Impressive testimony was given by George O. May, 
New York, senior partner of Price, Waterhouse & 
Co., former Treasury official, and subsequent mem 
ber of the advisory committee of the Joint Congres- 
sional Committee on Taxation. 

Mr. May was critical of Treasury statistics as to 
the increase in dividend distributions in 1936 over 
1935, the amount of the dividend distributions under 
the proposed tax law, the tax yield of the House 
bill, and the amount of revenue increase to be ex- 
pected under the present law. 

Entire sympathy was expressed with the desire 
of the Treasury to curb the large amount of tax 
avoidance through the device of withholding cor- 
poration profits from distribution, but “measures,” 
Mr. May said, “which affect equally those who are 
and those who are not avoiding taxes are unneces- 
sary and unjust, and too often, like Herod’s massacre, 
they cause great suffering but fail to reach the parti- 
cular case which inspire them.” 


It was submitted that the figures on profits with- 
held should be revised and analyzed. Corporations, 
the committee was told, may for the purpose of such 
an analysis be divided into three groups—(1) a very 
large number of small corporations which in the 
aggregate contribute and should contribute only a 
small fraction of the revenue from taxation of cor- 
porate income; (2) a relatively small number of 
public corporations most of which are owned by 
large bodies of stockholders and follow dividend 
policies practically uninfluenced by consideration of 
taxability of their stockholders ; ; (3) a relatively small 
number of privately owned companies, some engaged 
in business, others substantially private holding 
companies, the dividend policies of which are governed 
largely by tax considerations. If it were known how 
much of the profits withheld were retained by these 
different classes of companies, the formulation of 
sound legislation on the subject would be greatlv 
facilitated, Mr. May said. 

In summing up the objections to the House bill, 
the opinion was expressed that it is as likely to 
produce less revenue as it is to produce more, and to 
produce more injustice than it remedies. 

Criticism of the House revenue bill by A. A. 
Ballantine of New York City, former Treasury official, 
who represented the Merchants Association of New 
York, was followed by a plea that Congress turn to 
other and more understandable and more readily 
available taxes, until at least the proposed change in 
the corporate tax system has been worked out with 
more care than has been possible in the time at the 
disposal of Congress at this session, and, further, that 
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the objective be to get more revenue than is provided 
by the pending bill. 

As an alternative it was presented as the view of 
the Merchants Association of New York that the 
lower brackets of the income tax on individuals be 
made more productive, as they are in England, and 
that further use be made of selectiv e sales taxes. In 
reply to a question by Senator Couzens, Mr. Ballan- 
tine said the association which he represented had 
not deliberated on the subject of increased corporation- 
tax rates, but gave as his personal opinion that a 
“reasonable” increase in the corporate tax rate would 
be preferable to the hazards of the changes in the 
corporate tax system involved in the House bill, but 
that increase in the corporate tax rate should be 
combined with increases in the income tax on in 
dividuals. Speaking again on his own behalf, he 
said: “T feel perfectly certain that we must increase 
the lower rates of tax. I feel that it is just as sure 
to come as the sun is to rise, and that we need to 
do it to get our whole structure of government 
sound, and the sooner that problem is frankly faced 
and dealt with, the sounder this government is 
voing to be.” 


Erroneous Illinois Property Tax 
Payment Held Unrecoverable 


I" PRUDENT, the IHlinois taxpayer will be wary 
when presented with property tax bills, as the 
Ilinois Supreme Court has held, in the case of 
Cooper, Kanaley & Co. v. Gill (decided April 24, 
1930), that the courts have no jurisdiction to afford 
relief where property has been overassessed because 
of an erroneous description of improvements in the 
assessor’s office, involving no fraud, and the taxpayer 
has voluntarily paid the tax. 

The fact of the error, involvi ing an overassessment 
of $15,207 and an excess tax of $2,001.24, was un- 
disputed. The question at bar was w hecher: aie 
existed under Section 268 of the Revenue Act of 
1872, as amended in 1935, which provides for re- 
funds if any real or personal property has been twice 
assessed for the same vear, or assessed before it 
became taxable, and the taxes so erroneously assessed 
have been paid. The Court’s answer was in the 
negative. 

Of no immediate comfort to the appellant but use- 
ful to it and others in the future was the following 
advice as to how such a predicament as involved in 
the case can be avoided: 

. the sole remedy of a taxpayer for collecting an 
erroneous assessment not fraudulently made is an appli- 
cation for an abatement to such statutory agency as has 
been provided for hearing it—namely, under the present 
statute, to the assessor or the board of appeals. Had 
appellant examined the records in the assessor’s office 
required to be kept by Rule 14 of the State Tax Com- 
mission, and which records, under said rule, were at all 
times accessible to it, the mistake in valuation would have 
been instantly detected and correction could have been 
secured. 

Since errors are likely to occur even under the 
best of assessment auspices, the Supreme Court’s 
decision emphasizes the advisability of critical exam- 
ination of tax assessments and tax bills by the tax- 
payer. 
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British Tax Rates Increased 
W I'THOUT protracted preliminaries such as 


those entailed in revenue legislation in the 
United States,’ taxpayers of Great Britain were told 
what taxes veil be levied for the year 1936-1937 in 
the budget message delivered to the House of Com- 
mons on April 21, 1936, by Neville Chamberlain, 
Chancellor of the E xchequer. So rare is any change 
by Parliament in the taxes fixed in the annual budget 
that the announcement of the levies determined to 
be necessary by the Chancellor of the Exchequer is 
accepted as final. 

The income tax was raised by 3 pence in the 
pound, from 4 shillings, 6 pence to 4 shillings, 9 pence 
in the pound, which is a 2334 per cent rate. But 
compared with earlier prior years the new rate will 
still be moderate. In 1931-1933 the basic income tax 
rate was 5 shillings in the pound and from 1918 to 
1921, the record high rate of 6 shillings in the pound 
was levied. 

In addition to the increase in the basic income tax 
rate, a tender British spot was touched by a 50 per 
cent increase in the duty on tea, to 2 pence on each 
pound. 

By way of alleviating the effects of the tax rate 
increase on the smaller incomes, the income tax 
allowance of a child is increased from £50 to £60 * 
and the exemption for a married man is raised from 
£170 to £180. 

The Chancellor of the Exchequer also announced 
an elaborate plan for closing avenues of escape from 
the income tax by methods which are now legal and 
in recent vears have caused considerable loss of 
revenue. 

Among the practices to be thwarted are the trans 
fer of capital abroad by persons who live in Great 
Britain, the formation of “one-man” companies, 
which are already curtailed by law, and the setting 
up of “educational” trusts, under which parents in 
the guise of providing for children avoid the income 
tax. Transfer of capital abroad is said to have been 
effected in many instances by organizing dummy 
corporations in countries where there is no income 
tax. 

The Budget allows for increased debt service in 
anticipation of government borrowing for defense in 
addition to increased outlay for the same purpose 
provided for by the tax rate increase. 

To the United States the Budget is again dis- 
appointing, for though, ostensibly, a balanced budget 
is presented, no provision is made for payment of 
the war debt to this country. There is perhaps some 
consolation in that the existence of the debt is still 
recognized. In the financial memorandum attached 
to the budget it appears as an item of £897,534,000 
in the total debt of £7,796,560,000. 


1A major scandal was created in Great Britain by an alleged “budget 
leak”, which gave certain individuals knowledge of the impending tax 
increases during the period which intervened between April 9, when th 
Chancellor of the Exchequer first communicated his budget proposal- 
to the cabinet, and April 21, when the budget message was com 
municated to the House of Commons. It is an old tradition that tax 
changes contemplated by the British government shall not be disclosed 
until the budget message is delivered by the Chancellor of the Ex- 
chequer to the House of Commons.—Fp. 
2 At the present rate of exchange £1 is equivalent to $4.94. 
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Amendments of Regulations 


Bad Debts 


The last paragraph of Article 23(k)-1 of Regula- 
tions 86 and the last paragraph of Article 191 of 
Regulations 77, relating to deductions from gross 
income on account of bad debts, are amended by 
Treasury Decision 4633 (XV-15-8043 (p. 2)) to 
read: 

Where banks or other corporations which are subject to 
supervision by Federal authorities (or by State authorities 
maintaining substantially equivalent standards) in obedience 
to the specific orders of such supervisory officers charge off 
debts in whole or in part, such debts shall be conclusively 
presumed, for income tax purposes, to be worthless or 
recoverable only in part, as the case may be, but in order 
that any amount of the charge-off may be allowed as a 
deduction for any taxable year it must be shown that the 
charge-off took place within such taxable year. 


Exemptions from Tax on Corporations 


By Treasury Decision 4034 (XV-15-8045 (p. 3)), 
the first paragraph of Article 101 (11)-1 of an 
lations 86, which prescribes exemptions from the tax 
on corporations in the case of farmers’ or other 
mutual hail, cyclone, casualty, or fire insurance com- 
panies or associations, is amended to read: 

To be exempt under Section 101(11) the business of the 
organization must be purely mutual and its income must be 
used or held solely for the purpose of paying losses or 
expenses. Neither the extent of the territory in which the 
company may properly operate nor the fact that it accepts 
premium deposits instead of assessments is decisive as to 
its exemption. The writing of nonmutual insurance regard- 
less of amount will deprive a company of the exemption. 





Significant Decisions of the 
Board Tax Appeals 


Bad Debt Deductions—Where indebtedness in a dis- 
closed amount owing to petitioner from a stockholder, who 
was a former employee, was paid in full and liquidated in 
conformity with a mutual agreement of settlement by 
which indebtedness in an undisclosed amount of the peti- 
tioner to such stockholder was also paid in full and 
liquidated, and other considerations passed from him to 
petitioner and from petitioner to him, the petitioner is not 
entitled to a deduction as a bad debt of any of the indebt- 
_— by him thus paid in full and liquidated.—Northwest 

Equipment Company v. Commissioner, Dec. 9302 [CCH]; 
Docket No. 67534. 


Basis for Computing Gain or Loss Where Assumption 
of a Mortgage Indebtedness Is Involved.— Petitioner ac- 
quired certain real estate and assumed a mortgage indebt- 
edness. In taxable year it exchanged such property for 
other real estate, the other party to the exchange paying 
some cash and assuming the mortgage indebtedness. The 
Board held that the transaction was not a tax-free ex- 
change; that the mortgage indebtedness assumed must be 
treated as money received within the purview of Section 
112 (c) (1) of the Revenue Act of 1928 and the correspond- 
ing section of the Revenue Act of 1926; and that the entire 
vain, being less than the mortgage indebtedness assumed, 
must be recognized for taxation. 

The petitioner contended that it merely exchanged an 
equity in one apartment hotel for an equity in another 
apartment hotel, and that the taxation of any gain or profit 

-except only to the extent of the cash receiv ed—should be 
deferred until a sale is made of the property which it 
received in the exchange.—Brons Flotels, Inc. v7. Commas- 
stoner, Dec. 9306 [CCH]; Docket No. 52116. 

Arundell dissents, with opinion to the effect that the 
assumption of a mortgage on purchased property does not 
fall within the definition of the word “money” if the term 
as used in the law is to be given its accepted meaning. 
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Van Fossan, McMahon, Matthews, Leech and Arnold agree 
with this dissent. 


Cancellation of Indebtedness—Taxable Income.—In 1923 
a partnership of which petitioners were members became 
involved in financial difficulties and executed notes in favor 
of its creditors. These notes bore interest. In the years 
1923 to 1926 some payments were made on the principal and 
all interest was paid. This interest amounted to $16,134.02 
and was taken as deductions in determining partnership 
income for the respective years when the interest was paid. 
In 1927 the partnership had a further agreement with its 
creditors by which it was agreed the partnership would 
execute one noninterest-bearing note for the amounts due 
its creditors and that whenever the total payments made 
on this note, together with the principal and interest pay- 
ments made prior to 1927, equaled the face value of the 
note, the creditors would cancel the unpaid balance of the 
note. In 1930 this condition was fulfilled and the partner- 
ship paid the creditors the balance due them under the 
contract and the $16,134.02 interest paid in 1923 to 1926 
was applied as a credit to the note and it was marked 
“paid” and surrendered to the partnership. In 1930 the 
partnership was solvent and able to pay its debts. The 
Board held that the partnership was in receipt of income 
in 1930 to the extent of $16,134.02. B. IT’. Avery & Sons, Inc., 
26 B. T. A. 1393 [Dec. 7790], followed.—Knowles D. II’hite 
v. Commisstoner; Ralph M. Ilalker v. Commissioner, Dec. 
9313 [CCH]; Docket Nos. 70767, 70768. 

Matthews dissents, with opinion to the effect that though 
solvent in 1930 the partnership was insolvent in 1927 when 
the note was executed and that the partnership was relieved 
of the obligation in 1927, and being then insolvent did not 
realize taxable income. Smith and Arundell concur in this 
dissent. 

Capital Net Gains; Tax Liability on Sale of Stock, the 
Proceeds of Which Were Received by Certain Trusts Cre- 
ated by the Original Owners of the Stock.—The petitioners 
were the owners of all but two of the outstanding shares 
of stock of a corporation, which they contracted to sell to 
certain bankers. Before all of the conditions of the con- 
tract had been fulfilled the petitioners transferred some 
of their shares of stock to trustees, the trust instruments 
providing that the grantors should have the power to direct 
the trustee in writing to purchase and sell securities. The 
sale was made and the consideration for the shares thereto- 
fore transferred to the trustees was received by the trustee 
(there being at that time only one). The Board held that 
the sales were made by the trustee as principal and not as 
agent; that as to two of the trusts the grantors neither 
alone nor in conjunction with others not beneficiaries had 
any control over the income of the trusts and that the 
grantors are not liable to tax upon the income thereof; 
and that as to 26 other trusts the grantors controlled the 
right to receive the income and principal through reserved 
powers of alteration and revocation of the trusts and are 
therefore taxable upon the income of the trusts under 
Section 167 of the Revenue Act of 1928.—Harry T. Rollins 
v. Commissioner; Glendora M. Rollins v. Commissioner; Mar- 
garet C. Rollins v. Commissioner; Ellen F. Rollins v. Com- 
missioner; Ralph FE. Rollins v. Commissioner, Dec. 9297 
[CCH]; Docket Nos. 63954-63958. 

Murdock, Matthews, Leech, and Turner dissent, without 
written opinion. 


Deductions from Gross Income.—(1) A contribution to 
Symes Foundation is held not deductible as a gift to a 
religious, charitable, or educational institution. The pur- 
pose of the Foundation was to establish title to certain 
lands, by litigation, the intention being then to sell these 
lands and contribute the proceeds to educational institu- 
tions which are devoted to the fostering of the principles 
of Evangelical Christianity. The Foundation has never 
conducted any charitable, educational, or religious enter- 
prises and has given no aid financially or otherwise to any 
other organization that did conduct such enterprises. 

2. The deductions claimed as expenses and depreciation 
on the taxpayer’s house after its abandonment as a resi- 
dence are not allowable.—‘“The statute (Sec. 23 (a), Rev- 
enue Act of 1932) allows only the deduction of expenses 
incurred in ‘trade or business,’ and only for depreciation 
of ‘property used in the trade or business.’ (Sec. 23 (k), 
Revenue Act of 1932.) An abandoned residence is not 
converted into business property by the mere listing with 
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an agent for rent or sale. Morgan v. Commissioner, 76 Fed. 
(2d) 391; Rumsey v. Commissioner, — Fed. (2d) — (C. C. A., 
2d Cir., Mar. 2, 1936). Cf. DeFord v. Commissioner, 29 
Fed. (2d) 532; Wiliam H. Upmeyer, 22 BTA 971; Frances 
G. Smith, 23 BTA 1134; D. A. Belden, 30 BTA 601.” 

3. The salary of the secretary employed to assist in 
petitioner’s varied activities is a deductible business ex- 
pense.—Fremont C. Peck wv. Commissioner, Dec. 9307 
[CCH]; Docket No. 78941. 

Leech concurs in the result. Smith dissents, without 
written opinion. 


Federal Estate Tax.—(1) The life of the decedent (death 
on January 5, 1932) was insured on his application. ‘The 
policy premiums were paid by the then corporate benefi- 
ciary, of which he was managing director. Later the 
policy was assigned to decedent “as some slight evidence 
of appreciation and recognition of these valuable services.” 
Decedent then designated his wife as beneficiary, but, until 
his death, retained the right to change the beneficiary. It 
is held: (a) The payment of the premiums by the corpora 
tion was compensation for decedent’s services. Frank D. 
Yuengling, 27 BTA 782; affd., 69 Fed. (2d) 971; George 
Vatthew Adams, 18 BTA 381; Chauncey L. Landon, 16 BTA 
907, followed. (b) The policy was “taken out by the dece- 
dent upon his own life,” and its proceeds were therefore 
properly included in decedent’s gross estate under Section 
302 (2). 1926 Act. Edgar A. Igleheart et al., Executors, 28 
BTA 888; affd., 77 Fed. (2d) 704; Louise C. Moore, Execu- 
trix, 33 BTA 108, followed. 

2. The decedent applied for life insurance. A law part- 
nership, of which he was a member at his death, paid the 
premiums thereon in compliance with the partnership 
agreement that the proceeds of that insurance should be 
accepted by the beneficiary, then his wife, in lieu of certain 
interests of decedent in the firm. Decedent, at death, pos- 
sessed the right to change the beneficiary. It is held that 
these policies were “taken out by the decedent upon his 
own life’ and their proceeds were properly included in 
decedent's gross estate under Section 302 (g), 1926 Act. 
Edgar A. Igleheart et al., Executors, supra; Louise ( ’. Moore, 
Executrix, supra, followed. Boston Safe Deposit & je Co. 
et al., Executors, 30 BTA 679, modified as to reasoning 
therein, but not as to the result, the insurance proceeds 
instead of the partnership interest surrendered therefor 
being includible in gross estate, the value of each being the 
same. 

3. Decedent’s corporate client took out a group policy 
of insurance on the lives of its employees and included 
decedent thereunder. The premiums were all paid by the 
corporation. Decedent’s wife was the beneficiary there- 
under, which decedent at death reserved the right to 
change. It is held that the proceeds of such policy were 
improperly included in decedent’s gross estate under Sec- 
tion 302 (g), 1926 Act, because it was not a policy “taken 
out by the decedent upon his own life.” Bessie M. Ballinger, 
Executrix, 23 BTA 1312, followed.—M. II’. Dobrzensky, as 
Executor of the Etate of William Glenn Marvin, Deceased 7 
Commissioner, Dec. 9298 [CCH]; Docket No. 77017. 


1. Where decedent at the time of his death on December 
23, 1929, had 17 life insurance policies in force and effect 
on his life, in 14 of which the widow was named as bene- 
ficiary and in 3 of which their 3 children were each named 
as beneficiary, respectively, and in all the decedent retained 
the right to change the beneficiary, it is held that the value 
thereof in excess of the $40,000 exemption is includible in 
decedent's gross estate, notwithstanding that the premiums, 
except a very small portion thereof, on such policies had 
been paid out of community funds. 

2. Where moneys had been received by petitioner’s dece- 
dent from a prior decedent within five years of his death 
and no part of decedent’s estate has been identified as 
having been acquired in exchange for such moneys, the 
amount of such moneys is not deductible from gross estate 
to determine the net estate subject to taxation. 

3. Funeral expenses of a deceased member of a marital 
community are deductible in their entirety from the gross 
estate of the deceased, consisting of one-half of the com- 
munity estate. 

4. Gifts, in the form of promissory notes, made to his 
children by decedent are not deductible from his gross 
estate, since they were not claims against the decedent in- 
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curred for an adequate and full consideration in money 
or money’s worth. 

5. Where, under the laws of the State of decedent (Wash- 
ington) one-half of the community estate goes to the sur- 
vivor subject to the community debts and one-half, being 
subject to testamentary disposition of deceased husband 
or wife, is also subject to such debts, it is held that all 
claims involved, being concededly community debts, are 
deductible from the gross estate of decedent to the extent 
of only one-half thereof. 

6. Where attorney fees and expenses are incurred by 
the executors in the settlement of Federal and State estate 
taxes while administering and settling the entire commu 
nity estate upon the death of a member of the marital 
community, only one-half thereof is deductible from the 
gross estate of the deceased.—-Estate of Julius C. Lang, 
Deceased, and Richard E. Lang, Executor, and Grace E. Lang, 
Executrix, of the Estate of Julius C. Lana, Deceased v. Com 
missioner, Dec. 9299 [CCH]; Docket No. 68316. 


Gain or Loss—Reorganization.—Where a corporation 
and a partnership transferred to a new corporation organ 
ized to take over and carry on the businesses then oper- 
ated by the two, 80 per cent of the corporate assets and 
96 per cent of the partnership assets, the consideration for ! 
the transfer being the issue by the new corporation of al 
of its capital stock to the transferors in proportion to be 
value of the assets conveyed, the pe a pes receiving 
less than 80 per cent of the issued stock, it is held that 
the transaction did not constitute, as to the nrethsccsr- sy a 
reorganization within the definition of subsection (i) (1) 
(A) of Section 112 of the Revenue Act of 1928 but was, 
as to both transferors, a nontaxable exchange under sub- 
section (b) (5); and that the distribution of the stock 
received on the exchange, by the corporate transferor to 
its stockholders, was a dividend in its partial liquidation 
and taxable as such. Section 115 (c), Revenue Act of 1928 
—David Gross et al. v. Commissioner, Dec. 9305 [CCH]; 
Docket Nos. 79463-79466, 80767, 80768, 81082. 


Partnerships—Taxable Income of Deceased Member of 
a Partnership.—(1) Decedent, until his death on December 
16, 1933, was a member of a New York partnership. Both 
decedent and the partnership were on the cash receipts 
and disbursements basis. Decedent reported his incom 
on a calendar year basis and the partnership on that of a 
fiscal year ending July 31, 1933. The partnership contract 
provided for only one accounting period, which was at the 
close of its fiscal year. Decedent died December 16, 1933. 
Under a provision of the partnership contract, the sur- 
viving partners continued the firm for the purposes oi 
liquidation, which was completed during 1934. It is held 
that only the distributive share of the profits of the part 
nership for its fiscal year ended July 31, 1933, is includible 
in decedent’s taxable income for the period January 1 to 
December 16, 1933. Abe De Roy et al., Executors, 19 BTA 
452; R. W. Archbald, Jr., et al., Executors, 4 BTA 483, 
followed. Commissions earned by such partnership bhe- 
tween the end of its fiscal year and decedent’s death, but 
not collected by the partnership nor received by or avail 
able to decedent prior to his death, are not includible as 
income of decedent for the period prior to his death. Sec- 
tion 42 of the 1934 Act was not a clarification of existing 
law but changed the law by providing for inclusion of 
accrued income in the decedent’s return. It is not retro 
active in its application. 

2. Interest on decedent’s contributed partnership capital, 
as well as interest on his credit balance with the partne: 
ship for the period between the end of the partnership's 
fiscal year and his death, is merely partnership profit- 
(Billwiller’s Estate, 31 Fed. (2d) 286; certiorari denied, 27° 
U. S. 866; John A. L. Blake, 9 BTA 651), and, as such. 
is likewise here not taxable as income to decedent for th 
period prior to his death.—Guaranty Trust Company of New 
York, Executor, Estate of Lamar L. Fleming v. Commissioner, 
Dec. 9303 [CCH]; Docket No. 78362 


Percentage Depletion of Oil and Gas Wells.—In 1927 
petitioner, under a contract of sale, conveyed its interest 
in certain leases, permits, drilling agreements, and all of 
the oil and gas produced from the properties to another 





1 Proceedings of the following petitioners are consolidated herewith: 
Roland A. Wilson; Margaret Leiman, Executrix, Estate of Henr\ 











Leiman, deceased; W. J. Leiman; C. O. Anderson; George S. P. Toland. 
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corporation in consideration for cash payments to be made 
in 1927 to 1931, totaling $2,000,000 (all of which has been 
paid), and in addition thereto the promise of future pay- 
ments of one-third of the latter’s net profits wholly con- 
tingent upon the happening of indeterminable events which 
had not occurred up to the year 1933. It is held that the 
cash payments received by petitioner in the years 1928 and 
1929 constituted proceeds from the sale of a capital asset 
and where not gross income from the property within the 
meaning of that phrase as used in Section 114 (b) (3) of 
the 1928 Act and therefore are not subject to a percentage 
allowance for depletion.—Elbe Oil Land Development Com- 
— Commissioner, Dec. 9296 [CCH]; Docket Nos. 54773, 
60157. 


Security Sales and Exchanges.—(1) In the situation here 
obtaining, where stock was acquired en bloc and subse- 
quently sold in lots or parcels, gain or loss will be com- 
puted separately on each sale and not deferred until the 
entire cost of the stock is recovered. 

In a nontaxable transaction petitioner exchanged 
stock in various corporations and cash for stock and stock 
subscription warrants in other corporations and thereafter 
exchanged the subscription warrants and cash for addi- 
tional shares. Upon the sale of new shares the cost of 
the securities received in exchange should be appor- 
tioned between the new shares and the stock subscription 
warrants on the basis of their fair market values; the cost 
of the new shares acquired through the exercise of stock 
rights is the sum of that portion of the cost of the old 
shares apportioned to stock subscription warrants and the 
subscription price paid. 

3. Where new shares acquired by exchange were depos- 
ited in several depositaries and commingled with new 
shares acquired by exercise of stock rights and other new 
shares purchased, the shares having different bases of cost, 
and identification within the depositary being impossible, 
the use of the “first in, first out” rule to determine profit 
on sale is necessary, but the rule should be so applied to 
the several depositaries as to give effect to variations in 
cost among them. 


4. The transactions by which petitioner disposed of 
150,000 shares and subsequently acquired 84,198 shares were 
two independent and completed transactions, gain or loss 
to be computed accordingly.—Bancitaly Corporation et al.’ 
=. Commissioner, Dec. 9398 [CCH]; Docket Nos. 59461- 
59464, 59466, 59491-59493, 59674. 

Arundell dissents, as to last issue, with opinion as fol- 
lows: “To hold that the petitioner made a profit of some 
$18,000,000 on the disposition of 150,000 shares of Bank of 
America stock to the National Bankitaly Co. is to glorify 
the form and forsake the substance. It was necessary that 
the shares of Bank of America be promptly disposed of 
to meet the requirements of the Federal Reserve officials. 
The transaction here involved was undertaken to that end. 
The evidence seems clear to me that petitioner was obli- 
gated to take back at the stated sales price of $225 per 
share those shares which the National Bankitaly Co. could 
not sell. Within a few months and within the taxable year 
84,198 shares were returned at the price of $225 agreed 
upon, although the market price at the time was $195 per 
share. It is unbelievable that this repurchase would have 
taken place unless there was a distinct obligation resting 
on the petitioner to reacquire on such terms. The trans- 
action should be viewed as a whole. So viewed, the profit 
should be computed only on those shares definitely and 
finally disposed of. Taxes are real and the profit should 
be real that is taxed.” Smith agrees with this dissent. 


Waivers—Estoppel—Taxable Income.—(1) Waivers for 
the years 1918, 1919, and 1920 are held to have been valid 
to extend the assessment limitation periods for those years. 
Where taxpayer signed a waiver for 1918 and 1919 after 
the expiration of the statutory period of limitations and 
claims that he signed such waiver under a mistake due to 
lack of knowledge that such period had expired, it is held 
that such waiver is valid in the absence of clear and satis- 





2 Proceedings of the following petitioners are consolidated herewith: 
lransamerica Mortgage Holding Company; Transamerica Insurance 
Holding Company; Transamerica Public Utilities Holding Corporation ; 
Transamerica Corporation; Inter-Continental Corporation ; Transamerica 
Service Company; and Transamerica Bank Holding Company. 
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factory proof of such mistake, and in the absence of evi- 
dence showing that his counsel, upon whose advice he 
signed such waiver, was ignorant of the facts or his rights, 
knowledge of counsel being imputable to his client. Where 
a waiver for 1920, unlimited as to time, was signed by 
taxpayer and notice of deficiency was mailed about four 
and one-fourth years thereafter, held such waiver is valid 
where such delay was not unreasonable and taxpayer did 
not notify the Commissioner that he would regard the 
waiver as at an end. Where both waivers extended the 
assessment period only as to assessments “attributable to 
the allowance of a personal classification” to a corporation 
of which petitioner was a stockholder, the Commissioner’s 
determination of deficiencies is not rendered invalid by 
reason of the fact that the Commissioner allowed personal 
service classification to the corporation by stipulation in 
proceedings before the Board regarding the corporation’s 
tax. After appeal to the Board the parties may stipulate 
to settle the controversy between them in whole or in part, 
subject to the approval of the Board, and a decision by the 
Board that there is no deficiency, pursuant to such stipu- 
lation, is sufficient approval thereof, although the Board 
did not specifically find that the corporation was entitled 
to personal service classification. ‘Any assessment made 
against the petitioner based on his share of the income of 
such company can only be attributable to the allowance of 
a personal service classification. The contention of the 
petitioner that the claims of the respondent for deficiencies 
in tax are not within the terms of the waiver as ‘attribu- 
table to the allowance of a personal service classification 
to any corporation from which the undersigned received 
dividends or other income’ can not be sustained.” 


2. Where a stockholder and distributee of a personal 
service corporation was not a party to a prior proceeding 
before the Board brought by such corporation and no hear- 
ing upon the merits was had therein, the case having been 
settled by stipulation of the parties that there was no defi- 
ciency against the corporation, such stockholder is not 
estopped in his own subsequent proceeding before the 
Board from challenging the correctness of the Commis- 
sioner’s computation of the net income of such corporation 
made in its proceeding before the Board. 


3. Amounts which the undisputed testimony shows to 
have been expended for entertainment, travel, and pay- 
ments in the nature of tips by petitioner and another in 
behalf of a personal service corporation, owned and oper- 
ated by them, in the conduct of its business and as an aid 
in securing business and in producing income to such cor- 
poration, are deductible as ordinary and necessary business 
expenses. 


4. Action of the Commissioner in increasing the income 
of the corporation by the amounts of $4,033.21 and 
$2,787.23 in 1918, and $19,925.29 in 1920 is approved, in the 
absence of evidence showing error on his part. 


5. Where the Commissioner disallowed as a deduction 
for 1919 a contingent liability in computing the net income 
of a personal service corporation and such item was re- 
ported as income in 1922 by such corporation as an ordi- 
nary corporate taxpayer and tax thereon was paid by it, 
no credit for any part of such tax paid by such corporation 
in 1922 is allowable to the petitioner in 1919 by reason of 
the disallowance of such deduction in 1919 and resultant 
increase of his distributive share of the 1919 income of 
such corporation, a stockholder of a corporation being not 
entitled to a credit for tax imposed upon and paid by such 
corporation. Where items of income included in the 1921 
incomes of two personal service corporations were trans- 
ferred by the Commissioner to 1920 incomes and the pro 
rata share thereof was included in the taxable income of 
petitioner as distributee of such corporations, no deduction 
may be allowed to the petitioner for taxes paid by him 
upon his share of such items reported by him in 1921 as 
distributee in the absence of evidence of the amount of 
tax paid by him by reason of the inclusion of his share of 
such items in his income for 1921. Bull v. U. S., 295 U. S. 
247, distinguished. 


6. Where a taxpayer avails himself of the benefit con- 
ferred by a statute he can not successfully challenge its 
validity. “It is alleged that the portion of section 200 
* * * of the Revenue Act of 1918 defining a personal 
service corporation, and subdivision (e) of section 218 
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* * * of the same act attempting to impose a tax on 


the stockholder of such corporation on account of the 
income thereof, are null and void and contrary to the Fifth 
Amendment of the Constitution of the United States and 
wholly unauthorized by the Sixteenth Amendment thereof. 
* * * It is well settled that he who avails himself of the 
benefits conferred by a statute can not deny its validity.* 
Under the authorities set forth in the margin, therefore, 
petitioner can not successfully challenge the constitution- 
ality of the statutes here involved.” 

7. “The contention of the respondent that the filing and 
prosecution of this proceeding by the petitioner was so 
unjustifiable as to constitute a frivolous appeal as contem- 
plated under section 911 of the Revenue Act of 1926 is 
without merit and without support in the record. The 
respondent’s confession of error which reduced the defi- 
ciency for 1918 from $20,019.98 to $9,297.29 and for 1919 
from $14,911.70 to $5,363.02 is some justification for such 
appes ul. Furthermore, we have herein sustained the peti- 
tioner’s contention that the respondent erred in disallowing, 
as deductions, substantial amounts of expenses for 1918, 
1919, and 1920, which is further justification for such ap- 
peal. Respondent's request for the imposition of the 
penalty of $500 provided in such section to be imposed 
whenever it appears to the Board that proceedings before 
it have been instituted by the taxpayer merely for delay, 
or frivolously, is therefore denied.’—F, L. Bateman v. Com- 
missioner, Dec. 9301 [CC Shins Docket No. 47772. 


Court Decisions 


(Continued from page 355) 


The compensation used up between 85 and 90 per cent of 
the net profits for that vear which was in exact proportion 
to stockholdings with one exception, and was far in excess 
of that paid by 10 other companies engaged in similar 
business throughout the United States. 

A closing agreement entered into and executed by the 
taxpayer's president who was its principal stockholder was 
binding on the taxpayer. A repudiation by other officers 
of the taxpayer was not effective to nullify the agreement. 
—U. S. District Court, District of Colorado, in Shwayder 
Brothers, Inc., formerly The Shwayder Trunk Manufacturing 
Company, v. Ralph A. Nicholas, as Collector of Internal 
Revenue. 

Compromise of Tax Cases.—An additional assessment 
was made for 1918 and taxpayer paid the assessed tax but 
compromised the interest. Thereafter, he sued for recovery 
of the taxes and interest. The suit was settled on the basis 
of “a tax liability of $8,073.72 with interest * * *.” In 
making a refund on this basis, the Commissioner did not 
take into consideration the interest which was compromised. 
The Court holds that under the agreement compromising 
the suit this item of previously compromised interest should 
have been considered in the total amount paid by him. It 
is immaterial that the interest was paid under compromise. 
—U.S. Court of Claims in Edward D. Brown v. The United 
States. No. 42587. 


Recovery of amount paid by the receiver in bankruptcy 
of the petitioner corporation in compromise of the cor- 
poration’s Federal income tax liability is denied. Although 
receivers in bankruptcy are without authority to com- 
promise claims prior to adjudication, approval of such com- 
promises by the bankruptcy court after adjudication is 
clearly a matter within the jurisdiction of the court.—U. S. 
Court of Claims in R. FH. Long Company v. The United States. 
M-425. 

Consolidated Returns.—The Commissioner’s allocation of 
tax liability on a consolidated return is sustained, where 
on holding that one corporation was not properly a member 
of the group, he allocated part of the taxes paid by the 
group to its liability—U. S. Court of Claims in Pioneer 
Coal & Coke Co. v. The United States. No. K-483. 

Deductions from Gross Income.—Where a bank was 
closed by the order of the State Banking Department in 
1931, without a finding that the bank was insolvent and 

* Bu . v. Kuvken fall, 267 U. S. 307; St. Louis Co. v. Prendergast Co., 


260 U. 469; Hurlay v. Commission of Fisheries, 257 U. S. 223; Wayne 
B ody etiam. ion, [22 3 TA 401]; Henry Cappellini, 14 BTA 1269. 
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liquidation was ordered in that year, the stock became 
worthless in 1931 and the loss was not allowable in 1932. 
“To all intents and purposes the stock of a bank becomes 
unsalable at any price when the bank is taken over and 
liquidation begins.” 

Where a taxpayer intentionally refrained from charging 
off bad debts in 1933, his trustee in bankruptcy can not 
claim a deduction for such bad debts against 1933 income 
even though a charge-off was made by an accountant acting 
for the creditors three months or more after the close of 
the taxable year.—U. S. District Court, Eastern District of 
Pennsylvania, In the Matter of Lewis B. Hoffman, In- 
dividually and Trading as Lewis B. Hoffman Oil Company, 
Bankrupt. Cause No. 17959. 


No deduction by a bank for bad debts or for losses was 
allowable in 1925 and 1926 as to certain notes and trade 
acceptances where it is not established either that the 
negotiable paper was charged off or became worthless in 
the taxable years.—U. S. District Court, Northern District 
of Virginia, in Charles E. Lawhead, Receiver of Bank of the 


Monongahela Valley, a Corporation, v. Edwin A. Brast, Former 


United States Collector of Internal Revenue in and for West 
Virgima, 13 Fed. Supp. 5451. 

Depreciation Allowances.—Where taxpayer sold industrial 
alcohol which it delivered in steel drums on which it 
charged a deposit of 6 dollars each, to be refunded on the 
return of the drum, such drums were not property used in 
the taxpayer’s trade or business and depreciation thereon 
was not allowable. The drums are considered as goods 
sold to and repurchased from taxpayer’s customers.—U. S. 
Circuit Court of Appeals, Ninth Circuit, in I/’alter E. Buck 
and Mary Elizabeth Buck, as Executor and Executrix of the 
Hall of John A. Buck, Jr., Deceased; |l'alter E. Buck, as 
Executor of the Will of Mary M. Buck, Deceased; Il'alter E. 
Buck; and American Commercial Alcohol Corporation o} 
California v. Commissioner of Internal Revenue. No. 8060. 

Memorandum decision of Board of Tax Appeals affirmed. 


Earned Income Credit.—Taxpayer whose income is derived 
partly from a partnership with a fiscal year ending January 
1932, was not entitled to any earned income credit in 
computing his income tax for the calendar year 1932. A\l- 
though Section 182 of the 1932 Act provides for using both 
the rate under the 1928 Act and the rate under the 1932 Act 
as regards the partnership income reportable by the partner, 
Section 31 of the 1928 Act pertaining to the earned incom« 
credit has nothing to do with rates but relates to a credit 
deductible from the tax after the amount thereof has been 
computed by application of the rates. 

Although Section 185 of the 1932 Act does refer to an 
earned income credit, that section, which was “taken over 
bodily from the 1928 Act,” is “clearly redundant” since the 
1932 Act “has eliminated all earned income credit.” Similar 
reasoning may be applied to negative the petitioner’s con- 
tention that the personal exemption under the two Acts 
should be prorated as applied to the partner’s share of 
fiscal-year partnership income.—U. S. Circuit Court of Ap- 
peals, Second Circuit, in Frank L. Il’eil v. Commissioner of 
Internal Revenue. 

Unpublished memorandum decision of the Board of Tax 
Appeals approved. 

Exchanges in Reorganization—Recognition of Gain or 
Loss.—Board of Tax Appeals is held to have erred in 
holding that an exchange in reorganization was taxable 
under the 1918 Act, its conclusion not being supported by 
the evidence which indicates that in the sale of its property 
by the Tex-Penn Oil Co., one of the petitioners herein, 
it received only stock of the acquiring corporation in ex- 
change and did not receive $350,000 cash from such cor- 
poration, even though the contracts of sale recited such 
consideration. The testimony indicates that this amount 
of cash was paid by the five individual lessees and not by 
the acquiring corporation. Furthermore, the Board erred 
in arbitrarily setting a value of $7 a share on the 1,007,834 
shares received by the Tex-Penn Oil Co., and the shares 
received by the other lessee petitioners herein, where the 
shares were subject to a restrictive sales agreement, and 
shortly after August 1, 1919, the date of the transfer, the 
entire venture was a failure. ‘‘Subsequent events are ma- 
terial in testing the propriety of a valuation.” The Com- 
missioner having repudiated his deficiency notices by 
changing his position from time to time as to the amount 
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of tax due, any presumption of correctness that attached 
to his formal determination has disappeared. “A tax with 
deficiencies and interest of over $9,100,000 seems indefen- 
sible on any theory. The transaction was not taxable and 
a judgment of no deficiency is to be entered by the Board 
of Tax Appeals.”—U. S. Circuit Court of Appeals, Third 
Circuit, in Tex-Penn Oil Company v. Commissioner of In- 
ternal Revenue; M. L. Benedum v. Commissioner of Internal 
Revenue; F. B. Parriott v. Commissioner of Internal Revenue. 
Nos. 5979, 5980, 5981. October term, 1935. 

Decision of Board of Tax Appeals, 28 BTA 917, reversed. 


Federal Estate Tax.—(1) Where a widow took under the 
will of her husband in lieu of dower and the assets of the 
estate included Kentucky and Florida real estate which was 
not subject to administration charges against the estate, 
the gross estate should not include any amount represent- 
ing the widow’s dower interest in the property as she ac- 
quired no rights as doweress at the date of her husband’s 
death, having taken under his will. 

2. Proceeds of nine insurance policies were not in- 
cludible in the gross estate under the 1924 Act because the 
interests of the beneficiaries were vested in them prior to 
decedent's death and were in no way enlarged by reason 
thereof. Bingham v. U. S., 56 S. Ct. 180, and Industrial Tr. 
Co. et al., Exrs., 56 S. Ct. 182, followed —vU. S. Circuit Court 
of Appeals, Sixth Circuit, in E. S. Helburn, Individually 
and as Collector of Internal Revenue for the District of Ken- 
tucky v. Sunshine H. Ballard. No. 6774. 

Decision of District Court, 9 Fed. Supp. 812, affirmed. 





Transfer of property by decedent in 1928 at the age of 
85 years, made about five months prior to his death, was 
made in contemplation of death and the property is in- 
cludible in his gross estate. He had attempted to transfer 
the property to trustees in 1925 for the benefit of his 
children but the transfer was not completed due to dis- 
agreement among the children. The decedent had been 
in poor health before he gave any serious consideration 
to transferring his property to his children. The facts 
rebut the contentions as to the impelling motives for the 
transfer.—U. Court of Claims in Walter Hunter, Exec- 
utor of the ll “ill of Charles Il’. Hunter v. The United States. 
No. 42418. 





Decedent died November 25, 1922, owning property un- 
der a tenancy by the entirety, which property was acquired 
in 1915 before the passage of the estate tax law. On au- 
thority of Griswold v. Helvering, 290 U. S. 56, the value of 
such property is includible in the gross estate. The Court 
holds that there is no merit in the petitioner’s alternative 
contention that only one-half of the value of the entirety 
property should be included. “The doctrine * * * there 
|Tyler v. U. S., 281 U. S. 497] laid down is applicable here. 
At the decedent’s death, and because of it, the wife for the 
first time became entitled to exclusive possession, use and 
enjoyment of the entirety property. These circumstances, 
together with the fact that no part of the property orig- 
inally belonged to the wife, make valid the inclusion of the 

value of the whole estate by the entirety in the gross 
estate.”—U. S. Circuit Court of Appeals, Sixth Circuit, in 
Luman W. Goodenough, Executor and Trustee under the Will 
of Philip E. Gray, Deceased, v. Commissioner of Internal 
Revenue. No. 6927. 

Decision of Board of Tax Appeals, 30 BTA 69, affirmed 
on this issue. 





Feats, made two months before decedent’s death at 
the age of 75 years was not in contemplation of death, 
decedent having been in apparent good health at the time 
of the transfer, his death two weeks after an operation 
for cancer having been the direct result of the operation 
rather than of the disease. 


Property received by decedent’s estate from the estate 
of his deceased wife after his death is deductible from 
his gross estate as previously taxed property, although it 
consisted of the same class of shares of stock which de- 
cedent, two months before his death, had transferred by 
gift. The gift was of decedent’s own shares and not of 
the shares which he was to receive from his wife’s estate. 
—U. S. Court of Claims in Milton J. Levi, Executor, Estate 
of Herman Levi, v. The United States. No. 41860. 







COURT DECISIONS 377 


The Court construing the Trading with the Enemy Act 
holds that where taxes were due from aliens whose prop- 
erty had been seized, such taxes should be computed and 
withheld without regard to the statute of limitations.— 
U. S. Court of Claims in Marianne Krauss and Paul Hohe- 
nau, as Sole Legatees, Heirs at Law, etc., of Salo Cohn, De- 
ceased, v. The United States. No. 42802. 


Gross Income—Acquisition or Disposition by a Corpo- 
ration of Its Own Capital Stock.—Value of its own stock 
received in 1924 by a corporation as partial consideration 
in a sale of its assets, which stock was cancelled upon 
its receipt, was gross income. “It is true that the value 
of the remaining shares was substantially enhanced by 
the cancellation of the certificates surrendered, and in this 
sense the remaining shareholders were benefited. However, 
the petitioner received the stock as a part of the considera- 
tion for the sale of the assets. Hence the transaction falls 
within the exact terms of Section 202 (c) of the Revenue 
Act of 1924 * * *”—U. S. Circuit Court of Appeals, Sixth 
Circuit, in The Allyne-Zerk Company v. Commissioner of 
Internal Revenue. No. 6983. 


Decision of Board of Tax Appeals, 29 BTA 1194, aftirmed. 


Gross Income—Tax Liability Where Contract Rights Are 
Assigned.—Where the petitioner is entitled to certain semi- 
annual payments under a contract as compensation for 
past services already performed, his rights under such con- 
tract are property rights and may be assigned by him, 
relieving him of taxability on the semi-annual payments 
as income to him (1931).—U. S. Circuit Court of Appeals, 
Sixth Circuit, in Commissioner of Internal Revenue v. Il’alter 
L. Ross. No. 6938 


Decision of Board of Tax Appeals, 30 BTA 496, affirmed 
on this issue. 


Interest on Overpayments.—Where property of a loyal 
United States citizen was erroneously seized by the Alien 
Property Custodian and that official paid income taxes on 
behalf of such person which the Commissioner later re- 
funded, the person whose property was seized is entitled 
to interest on the refund. Sec. 18(e) of the Trading with 
the Enemy Act did not prohibit payment of interest in 
such a case. Interest on this item of interest is not 
allowable—U. S. Court of Claims in George O. Castell, 
Ancillary Executor under the Last Will and Testament of 
Beta Isenberg, Deceased, v. The United States. No. L-167. 


Liquidation Distributions—Where petitioner received 
three distributions from a corporation in liquidation in 
1926, and contending that the first two distributions were 
“dividends,” claimed a loss for that year, the Court affirms 
Board’s findings that each of the three distributions was 
“one of a series of distributions in complete cancellation 
and redemption of all the stock” held by petitioner, and 
that the petitioner realized a taxable gain for 1926.—U. S. 
Circuit Court of Appeals, Ninth Circuit, in Holmby Corpo- 
ration v. Commissioner of Internal Revenue. No. 7999. 


Decision of Board of Tax Appeals, 28 BTA 1092, affirmed. 


Losses.—Court upholds Commissioner’s action in re- 
fusing to allow as a deduction in 1927 that part of the loss 
from worthless stock of a subsidiary which represents net 
losses of the subsidiary which had been offset against 
plaintiff's gains on consolidated returns in prior years. It 
is immaterial that the offsets were illegally made, having 
been allowed through a mistaken interpretation of the 
law.—U. S. Court of Claims in Cincinnati Milling Machine 
Company v. The United States. No. 42872 


Oil and Gas Lease Proceeds: Tax Status.—Commission- 
er’s determination being prima facie correct, the taxpayer, 
holder of an oil and gas lease in Los Angeles County, Calif., 
has not shown to what extent $94,300.01 received by it as 
consideration for making of agreements for unit interests 
in oil and gas to be produced from specified wells was not 
income. Since the burden of proof is on the taxpayer to 
show to what extent, if any, the amount received was not 
income, and since the taxpayer failed to maintain such 
burden of proof, the Commissioner’s determination that 
such amount is income is approved.—U. S. Circuit Court 
of Appeals, Ninth Circuit, in Nat Rogan, United States 
Collector of Internal Revenue for the Sixth Collection District 
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of California, Claimant, v. Blue Ridge Oil Company, Ltd., a 
Corporation, L. F. Copeland, Receiver, and Joseph F. Rifkind, 
Attorney for Receiver. No. 7643. 

Decision of U. S. District Court, Southern District of 
California, reversed. 





Commissioner’s determination that amounts received 
from the sale of transferable certificates evidencing per 
cent interests in revenues derived from oil and gas pro- 
duced from certain wells were income is not overcome 
by the evidence which proves that such amounts were 
entirely used in the drilling of four wells, but which does 
not segregate the amounts expended for each well.—vU. S. 
District Court of Appeals, Ninth Circuit, in United States 
of America v. Knox-Powell-Stockton Co., Inc., Ltd., Bank- 
rupt, V. UW’. Erickson, Trustee. No. 7703. 

Decision of U. S. District Court, Southern District of 
California, reversed. 


Processing Tax on Coconut Oil: Constitutionality.—The 
Court sustains the constitutionality of Section 602% of the 
1934 Act imposing a processing tax on coconut oil.—Su- 
preme Court of the District of Columbia in Haskins Bros. 
& Co. v. Henry Morgenthau, Jr., Secretary of the Treasury 
of the United States, et al., In Equity. No. 60,229. 

Profit from Sale of Liberty Bonds: Tax Liability —A tax 
on the profit from the sale of First Liberty Loan bonds 
is not a tax on the principal of the bonds and is not a 
violation of the exemption clause in the law authorizing 
their issue, which provided that both principal and interest 
on such bonds should be exempt from all taxation except 
estate or inheritance taxes. The court repudiates the con- 
tention that the tax is a tax by the United States on its 
own bonds.—U. S. Court of Claims in Central Hanover Bank 
‘y Trust Co., Trustee for Lillie Babbitt Hyde, under Will of 
Rebecca Babbitt v. United States. No. 42951. 

Reorganization.—The Circuit Court of Appeals for the 
Seventh Circuit, in accord with reversal of its prior de- 
cision’ by the Supreme Court, which held that a reorgani- 
zation resulted under Section 203 of the 1926 Act where 
taxpayer transferred all its assets except cash to another 
corporation for cash and preferred stock of the latter,’ 
the taxpayer remaining in existence thereafter, the de- 
cision of the Board of Tax Appeals to the contrary is 
reversed.—U. S. Circuit Court of Appeals, Seventh Circuit, 
in John A. Nelson Company v. Commissioner of Internal 
Revenue. No. 5146. 

Soft Drinks Tax.—Pure orange juice, served in its natural 
form to customers as a part of a meal, without the addition 
of water or water and sugar was not subject to tax under 
Section 615, 1932 Act.—U. S. Court of Claims in Horn & 
Hardart Company v. The United States. No. 42529. 


Stamp Tax on Stock Transfers.—A purchaser of stock 
who has the certificates transferred direct from the seller 
to the purchaser’s nominee has not transferred legal title 
from himself to his nominee and is not liable for stamp 
taxes thereon.—U. S. District Court, Southern District of 
New York, in National Bond and Share Corporation v. James 
J. Hoey, Collector of Internal Revenue of the United States 
for the Second District of New York. In law. No. 61-371. 

State Inheritance Taxes: Deduction for Such Taxes.—A 
testatmentary trust is held to be an estate within the mean- 
ing of Section 23 (c) of the 1928 Act and is entitled to 
deduct State inheritance taxes under the provisions of 
that section.—U. S. Circuit Court of Appeals, Third Circuit, 
in Commissioner of Internal Revenue v. The Pennsylvania 
Company for Insurances on Lives and Granting Annuities, 
Executor and Trustee under the Will of Joseph G. Hend- 
rickson. 


Decision of Board of Tax Appeals, 32 BTA 449. 





Life beneficiary of an estate is not entitled to deduct in- 
heritance taxes on her interest paid out of the principal 
of the residuary estate in 1931. Since she received the 
income undiminished by the amount of the taxes, they 
were not paid out of the income.—U. S. Circuit Court of 
Appeals, Third Circuit, in Edythe B. Restein v. Commis- 
stoner of Internal Revenue. No. 5944. 


Memorandum decision of the Board of Tax Appeals 
affirmed. 


175 Fed. (2d) 454. 
256 S. Ct. 289. 
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Statute of Limitations.—On trial of case pursuant to 
previous remanding, the Court holds that assessment of 
1918 taxes after expiration of the statute of limitations as 
extended by four waivers was outlawed. A fifth waiver 
was invalid to extend the statute of limitations because 
the evidence did not show that the Commissioner con- 
sented to it. The waiver was also invalid even if the 
Commissioner could be said to have consented to it, be- 
cause it was not made within the period of the fourth 
waiver and the liability was extinguished by Section 1106 
(a) of the 1926 Act, the subsequent repeal of which did 
not revive the liability nor create a new obligation.—U. S 
District Court, District of Massachusetts, in Bertelsen & 
Peterson Engineering Company v. United States of America 
Law No. 4146. 





Where the Commissioner advised the taxpayer of an 
overpayment of its 1917 excess-profits tax, there was an 
account stated, and since suit was brought within six years 
after the account stated it was timely and taxpayer is en- 
titled to recover. The Commissioner was not justified in 
withholding from the amount of the account stated a 
certain sum on the ground that no claim for refund of 
such sum had been filed after such sum was paid.—uU. 5S. 
Court of Claims in Frank H. Gage, Surviving Partner of 
Rousmaniere, Williams & Co. v. The United States. No 
42625. 





Statute of limitations did not bar collection by credit, 
on June 2, 1925, of 1916 munitions tax. The Revenue Act 
of 1916 contained no limitations on the period of assess- 
ment or determination of such tax. The 1921 Act provides 
that assessment must be made “within four years after 
such taxes became due.” It is held that the taxes became 
due when the Commissioner made a final determination 
with respect to the amount demanded and notified the 
taxpayer thereof, and that all of the taxes were assessed 
and collected well within four years after determination 
and notice. 


Plaintiff has failed to show that the amortization allow- 
ance made by the Commissioner in the determination oi 
the munitions tax was not reasonable. 


Refund claim having as its grounds the issues of the 
statute of limitations and amortization allowance will not 
form the basis for suit to recover alleged error of the 
Commissioner in refusing to allow as a deduction in deter- 
mining net profits subject to tax for 1916 the amount of 
the munition manufacturer’s tax accrued for 1916. Written 
protest against disallowance of the deduction in connec 
tion with the proposed additional assessment did not satisfy 
the statutory requirement as to grounds in claim as basis 
for suit—U. S. Court of Claims in The Oliver Typewriter 
Co. v. The United States. No. L-294. 


1. Statute of limitations did not bar assessment against 
petitioner as transferee, waivers executed by the former 
president and secretary of the transferor corporation, an 
Arizona corporation, subsequent to its dissolution having 
been valid to extend the assessment period of such trans- 
feror. Under Arizona laws the corporation continued to 
exist after its dissolution for the specific purpose of closing 
up its business. In the absence of provision in Arizona 
law as to who shall act for the dissolved corporation, the 
president and secretary had the implied authority to exe- 
cute the waivers. Where the waivers extended the assess- 
ment period against the transferor to December 31, 1926, 
and deficiency notice was mailed to the transferor on 
December 12, 1925, one year and 19 days before the ex- 
piration date of the waivers, this elapsed time should be 
added to the period when the Board’s decision became final 
to determine the expiration of the period for assessment 
against the transferor. Deficiency notice against the trans- 
feree, mailed within one year from the expiration of the 
assessment period against the transferor, was timely. 

2. Petitioner is liable as transferee of the assets of the 
taxpayer corporation, transferred in 1921 without con- 
sideration to a corporation which, in 1929, transferred all 
its assets to petitioner corporation, pursuant to reorganiza- 
tion, for stock in petitioner corporation, the latter agreeing 
to pay all liabilities of the corporation whose assets it ac- 
quired.—U. S. Court of Claims in Continental Oil Company 
v. The United States. No. 42573. 
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Stock: Valuation—In a Board proceeding, taxpayer not 
having overcome the presumption of correctness attaching 
to the Commissioner’s determination of the value of certain 
stock where acquired in an exchange, the decision of the 
Board is affirmed. The Court refuses to accept a witness’ 
testimony on the “value” of the stock as establishing its 
“fair market value” as the term is used in Section 111 (c) of 
the 1928 Act.—U. S. Circuit Court of Appeals, Ninth Cir- 
cuit, in Walter E. Buck, Walter E. Buck, as Executor of the 
Vill of Mary M. Buck, Deceased, and |alter E. Buck, and 
Mary Elizabeth Buck, as Executor and Executrix of the Will 
of John A. Buck, Jr., Deceased, v. Commissioner of Internal 
Revenue. No. 8061. 

Memorandum decision of the Board of Tax Appeals 
affirmed. 


Suits by Taxpayers.—In a supplemental opinion, denying 
first motion for a new trial and leave to file a second 
motion, the Court adheres to its previous holding that the 
making by the Commissioner of a certificate of overassess- 
ment in 1927 for each of the years in question in com- 
pliance with a decision of the Board of Tax Appeals on 
a petition filed in 1925 did not constitute reconsideration 
of the claims by the Commissioner nor second rejection. 
The suit for recovery of taxes was barred, having been 
brought more than two years after rejection and more than 
five years after payment.—U. S. Court of Claims in C. F. 
Spo Company, a Corporation, 7 The United States. No. 
J-673. 


The question at issue being whether the Commissioner 
had authority to apply part of a 1917 overpayment against 
an alleged tax liability of taxpayer for 1919, and whether 
the acceptance of a refund of part of the overpayment by 
taxpayer was an acquiescence in such conduct by the 
Commissioner, the Court holds that the taxpayer is entitled 
to trial on such question, denies the Government's motion, 
and grants it leave to answer.—U. S. District Court, 
Southern District of New York, in Gans Steamship Line, 
a Corporation, v. United States of America. 1. 63-75. 








Court denies jurisdiction of a suit to recover 1920 in- 
come and excess-profits taxes after allowance by the Com- 
missioner of special assessment under Section 328 of the 
1918 Act even though plaintiff does not seek to change the 
rate of the tax applied under the special assessment, but 
seeks only a reduction of the net income subject to the 
tax. The fact that a waiver of the right of appeal to the 
Board of Tax Appeals, executed by the taxpayer and ac- 
cepted by the Commissioner, specifically reserved the right 
to institute suit in the Courts did not confer jurisdiction 
upon any Court contrary to the statute——U. S. Court of 
Claims in Con. P. Curran Printing Company v. The United 
States. No. L-375. 


Taxable Income.—Petitioner, “appointed and employed” 
in 1924 to 1930 as engineer by eight villages and one city 
in Ohio, compensated on a basis of percentage of cost of 
construction projects, and furnishing, at his own expense, 
supplies, equipment, and necessary assistants, was not an 
officer of these municipalities but an independent con- 
tractor, and his earnings were subject to tax. “He was 
engaged in practicing his profession of engineering and 
was employed by each of the municipalities as he might 
or could have been employed by any other client.’’—U. S. 
Circuit Court of Appeals, Sixth Circuit, in F. A. Pease v. 
Commissioner of Internal Revenue. No. 6949. 

Decision of Board of Tax Appeals, 30 BTA 17, affirmed. 





Sublessee of a lease of mineral lands executed by the 
State of Minnesota was not exempt as to income derived 
from mining operations in 1923, on authority of Burnet v. 
A. T. Jergens Trust, 288 U. S. 508.—U. S. Circuit Court of 
\ppeals, Sixth Circuit, in Hobart Iron Company v. Commts- 
sioner of Internal Revenue. No. 6889. 

Decision of Board of Tax Appeals, 29 BTA 855, affirmed. 


Trusts: Revocable Trusts. —The application of the pro- 
visions of the 1928 Act taxing income of a revocable trust 
to the grantor to a trust created in 1919 is not uncon- 
stitutional. 

Grantor was taxable on income from a trust where he 
reserved the right to revoke with the consent of the 
trustee. The Court overrules the contentions that the 
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trustee was bound to protect the interest of the beneficiary, 
and that the beneficiary was further protected because of 
the trustee’s interpretation of the instrument to the effect 
that it had no right to exercise the power of revocation 
without first informing the beneficiary.—U. S. Circuit Court 
of Appeals, Sixth Circuit, in Stacy G. Carkhuff v. Com- 
missioner of Internal Revenue. No. 6990. 

Memorandum opinion of the Board of Tax Appeals 
affirmed. 

Trusts Taxable as Associations—Taxpayers are held 
taxable as associations where the trustees had broad pow- 
ers and were actively engaged in the business of pro- 
ducing and selling oil and gas, the proceeds being divided 
among the holders of participating agreements. —U. S. Cir- 
cuit Court of Appeals, Ninth Circuit, in Monrovia Oil Com- 
pany, (Sometimes Known as Monrovia Oil Company No. 1), 
a California Trust, v. Commissioner of Internal Revenue; 
Monrovia No, 2 Oil Company, a California Trust, v. Com- 
missioner of Internal Revenue. Nos. 7509, 7510. 

Decision of mated of Tax Appeals, 28 BTA 335, affirmed. 


Board Decisions with Which 
Commissioner Does Not Concur 


OLLOWING are summaries of decisions of the 
Board of Tax Appeals in which the Commis- 
sioner has announced he does not acquiesce: 


Basis for Determining Gain or Loss on the Sale 
of Assets 

The petitioner acquired all the assets of a corporation 
by liquidation after having purchased the stock with cash, 
bonds, and its own preferred and common stocks. After 
the transfer of the assets the stockholders of the transferor 
corporation did not own or control 80 per cent of the 
petitioner’s stock. The Board held that the petitioner’s 
basis for determining gain or loss on the sale of the assets 
is cost.—Spang, Chalfant & Co., 31 BTA 721. 


Basis of Stock in an Exchange 


Since evidence establishes that stock and debentures of 
a new corporation, acquired in exchange for stock of an old 
corporation in a nontaxable reorganization, had no market 
value, no allocation of basis can be made between the new 
stock and debentures, and no gain is to be recognized on 
a transaction whereby the petitioners exchanged part of 
their new stock for the cancellation of indebtedness in 
amounts less than the basis of the stock. Petitioners may 
recover the full cost of the old stock before gain or loss 
will be recognized.—Clark E. Dye v. Commissioner; H. A. 
Green v. Commissioner, 33 BTA 824. 


Deductions from Trust Income 


State inheritance taxes imposed upon, and paid by, a 
trustee on account of bequests made in a trust to unknown 
beneficiaries are deductible in computing net income of the 
trust.—Robert P. Scripps v. Commissioner, 33 BTA 963. 


Estoppel 


The taxpayer is not estopped to deny liability in 1931 on 
income realized in 1923 where a representative of the Com- 
missioner was fully apprised of the facts and both the 
taxpayer and Commissioner’s representative relied upon a 
ruling of the Commissioner’s office to the effect that the 
transaction resulted in no income in 1923.—Estate of William 
Steel, Joseph M. Steel, Trustee, v. Commissioner, Dec. 9271 
[CCH]; Docket No. 73347, March 20, 1936. 


Insurance Company Reserve Deductions 


1. Petitioner, pursuant to state laws, maintained a reserve 
in respect to its noncancellable accident and health policies, 
the purpose of which was to hold the excess of the net 
annual premiums over the annual claim costs of the earlier 
years of such policies against the excess of the annual claim 
costs over the net annual premiums of the later years of 
such policies. The reserve is calculated, at any valuation 
date, upon the basis of selected tables of probabilities of the 
future occurrence of accidents and incidence of disease and 
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of probabilities of the benefits that will be paid as the 
result of those events, plus an assumed rate of interest, 
and it is set aside out of premium payments. The Board 
held that the reserve is a reserve required by law within 
the meaning of Section 245 (a) (2) of the Revenue Acts of 
1924 and 1926 and Section 203 (a) (2) of the Revenue Act of 
1928, and that petitioner is entitled to a deduction for each 
of the taxable years of 4 per cent of the mean of the reserve 
fund held at the beginning and end of the taxable year. 

2. Petitioner, pursuant to state laws, maintained a reserve 
in respect to its cancellable and noncancellable accident and 
health policies, 10 per cent of which was to hold funds for 
the payment of accrued benefits in respect to accidents and 
disease which occurred and began in the past, and 90 per 
cent of which was to hold funds for the payment of benefits 
that may become due in the future in respect to those ac- 
cidents and disease, if the disabled policyholder survives 
and the disability continues. The reserve is calculated, at 
any valuation date, upon the basis of selected tables of 
probabilities of length of disability and expected benefits, 
plus an assumed rate of interest, and it is set aside out of 
premium payments. The Board held that 90 per cent of 
the reserve is a reserve required by law within the meaning 
of Section 245 (a) (2) of the Revenue Acts of 1924 and 
1926 and Section 203 (a) (2) of the Revenue Act of 1928, 
and that respondent correctly allowed a deduction for each 
taxable year in respect to 90 per cent of the mean of the 
reserve held at the beginning and end of the taxable year, 
but erred in allowing a deduction in respect to 10 per cent 
of the mean of the reserve. 

3. Petitioner, pursuant to state laws, maintained a reserve 
in respect to declared dividends left with it by policy- 
holders to accumulate a 3% per cent interest and the ac- 
crued interest thereon. The Board held that the funds so 
reserved are not reserve funds required by law within the 
meaning of Section 245 (a) (2) of the Revenue Acts of 1924 
and 1926 and Section 203 (a) (2) of the Revenue Act of 
1928, and that petitioner is not entitled to deductions for 
the taxable year in respect to such reserve.—Equitable Life 
Assurance Society of the United States, 33 BTA 708. 


Life Insurance Company Income 


1. Where the petitioner during the taxable year 1928 
attempted to acquire title to properties by foreclosure of its 
lien on certain bonds which it held as collateral security for 
loans, and it was notified prior to such attempted fore- 
closure that the bonds were embezzled from a state bank 
in Illinois and where the bank sued petitioner for the bonds 
and in 1930 a court of competent jurisdiction held that 
$52,500 of the bonds belonged to the bank and permitted 
petitioner to retain only $67,500 of the bonds, which amount 
was less than the principal of the note which petitioner 
held against the debtor, the Board of Tax Appeals held 
that no collection by petitioner was made in 1928 of its 
interest by reason of such attempted foreclosure. 

2. Where petitioner held a certain promissory note for 
$500,000 on which there was accrued interest of $58,416.63, 
all secured by collateral, and in the taxable years exchanged 
such promissory note and collateral for receiver's certificates 
of indebtedness of the same debtor, also secured by similar 
collateral, the Board held that there was no collection of 
the interest in the taxable year, none of such receiver's 
certificates of indebtedness being paid in that year. 

3. Where petitioner acquired the assets and business of 
three insurance companies under contracts by which it 
assumed the latter’s policy obligations, the assets taken 
over representing the investment of the reserves guarantee- 
ing such obligations, and also purchased certain other 
assets not included in the reserves taken over, and during 
the taxable years in question collected certain interest 
representing income from the newly acquired assets, which 
had accrued but was unpaid at the time the assets were 
acquired, and the interest collected was less than the 
amount which had been paid therefor, the Board held that 
under the circumstances the interest was not taxable in- 
come to the petitioner.—Great Southern Life Insurance Co. 
7. Commissioner, 33 BTA 512. 


Loss Deduction 


No statutory reorganization occurred where there was no 
continuity of interest on the part of the old corporation or 
its stockholders in a new corporation, which acquired prop- 
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erty from bondholders who had purchased such property 
at a foreclosure sale of all the assets of the old corporation, 

Where following judicial sale of all of the corporation's 
assets its bondholders received partial payment on their 
bonds, which became worthless as to the balance in the 
tax year, the taxpayer is entitled to deduct, in that vear, 
the amount by which his basis exceeds such partial re 
covery.—Estate of C. M. Kitselman v. Commissioner, 33 BTA 
494. 


Statute of Limitations 


For the years 1927 and 1928 taxpayer filed fiduciary re- 
turns on Form 1041. Despite a ruling by the Commissioner 
in 1929 that it was taxable as a corporation, taxpayer on 
March 15, 1930, again filed a fiduciary return, giving all 
information requisite for assessing the tax either as a trust 
or as a corporation. On October 17, 1930, the Commis- 
sioner advised that on reconsideration it was held that tax- 
payer was a strict trust for the years 1927 and 1928, and on 
November 11, 1930, pursuant to request for a further ruling, 
advised that if the conditions had not changed the same 
ruling would be made as to 1929 and 1930. On December 
17, 1930, taxpayer filed an amended return on Form 1041, 
giving all the required information. At some later date the 
Commissioner prepared a “substitute return” on corporate 
Form 1120 on behalf of taxpayer. On March 8, 1934, the 
Commissioner reversed his ruling of November 11, 1930, 
and on March 9, 1934, mailed a notice of deficiency pur- 
porting to act under Section 275 (c) of the 1928 Act. It is 
held that the return on Form 1041 was a return under the 
law and served to start the running of the statute of limi- 
tations (Section 275 (a), Revenue Act of 1928) allowing two 
years for assessment and collection and that the statute of 
limitations bars the assessment and collection of any deficiency 
in tax.—Roosevelt & Son Investment Fund, Dec. 9249 [CCH]; 
Docket No. 76196 (March 6, 1936). 

To the foregoing decision Turner dissented, with opinion 
to the effect that the return on Form 1041 is an information 
return “and is not a ‘return of the tax imposed by this title’ 
within the meaning of Section 275 (c) of the Revenue Act 
of 1928, which provides that ‘if a corporation makes no 
return of the tax imposed by this title, but each of the share- 
holders includes in his return his distributive share of the 
net income of the corporation, then the tax of the corpora- 
tion shall be assessed within four years after the last date 
on which any such shareholder’s return was filed.’”” Murdock 
agreed with this dissent. 


Taxable Commissions 


Petitioner in the taxable year was president of two cor- 
porations, Miller Printing Machinery Co. and Point Im 
provement Co. Certain assets of the Miller Co. were sold 
in the taxable year and petitioner negotiated the sale. 
Commissions of $101,250 for making the sale were credited 
by the Miller Co. to the Point Co., of which the petitioner 
was the sole stockholder. The commissions paid by the 
credit were held to be taxable to F. F. Nicola (petitioner), 
individually, but the omission on his part to include the 
$101,250 in question in his income tax return for 1928, the 
Board ruled, was not due to fraud with intent to evade pay- 
ment of the tax.—F. F. Nicola v. Commissioner, 33 BTA 1113. 


The Income Tax in South America 
(Continued from page 342) 


irregular fashion. Until the tax is administered with 
uniform success in all regions and among all classes, 
its efficacy in adjusting the burden of taxation will 
be questionable. 

In Argentina the tax immediately proved its worth 
as a revenue producer; the yield has grown from 
53,400,000 pesos in 1932 to 65,100,000 in 1933, 
63,500,000 in 1934 and 73,000,000 in 1935. Early in 
1936 the government as a result of the improved 
position of the treasury doubled the exemption for 
earned income so as to free a large number of tax- 
payers from the income tax; the original tax applied 
to income exceeding 300 pesos monthly; this was 
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changed in 1933 to 200 pesos and in 1936 to 400 
pesos. In Colombia the yield of the tax rose from 
1.8 per cent of total revenue in 1924 to 3.8 per cent 
in 1929 and 5.7 per cent in 1934. 


Status of Direct Taxation 


T IS important to note that direct taxation 1s 

still a minor factor in the revenues of South 
American countries. From 1926 to 1931 direct taxes 
contributed only 16.5 per cent of Brazilian revenue. 
At the present time they furnish less than a quarter 
of the revenue of Argentina and Brazil and less than 
one-sixth of the revenue of such countries as Peru 
and Ecuador. The burden of the income tax is still 
light. The Niemeyer Commission in 1931 estimated 
that the average burden of the Brazilian tax on 
physical persons amounted to only 1.2 per cent of 
assessable income. For 1929 Dr. F. J. de Souza Reis 
has estimated that the Brazilian burden was 2.02 
per cent on the income from capital and 0.46 per 
cent on the income from labor. The burden on 
physical persons today is probably less than 2 per 
cent. 

Today the significance of the income tax in South 
America lies less in its position as a revenue producer 
and tax burden adjustor than in the tendency to 
extend it, to improve administration, and to place 
great and permanent reliance upon it in the future. 


Rulings of the Bureau 
of Internal Revenue 


(Continued from page 360) 


15, 1935, for a sum in excess of $100,000. The note is 
payable within one year upon C’s order, is indorsed by him 
in blank, and bears interest at the rate of 4 per cent. The 
note was paid by C in 1936. The date of the gift is 
material inasmuch as the higher rates imposed by section 
301 of the Revenue Act of 1935 will apply if the gift was 
made in 1936 when the note was paid. 

As to the gift tax liability in each case, the General 
Counsel’s opinion is that in the first case the gift by A 
was completed on January 2, 1926, the date on which the 
check was cashed. Since the check was cashed subsequent 
to the effective date of the repeal of the gift tax provisions 
of the Revenue Act of 1924, the gift is not subject to the 
gift tax. In the second case, the gift of the note by C 
was effected in 1936 when the note was paid. The tax 
should be computed upon the amount of the principal and 
the interest thereon at rates in effect for that vear.— 


G. C. M. 16460, X V-15-8038 (p. 11). 


Inspection of Returns by Committee Investigating Old- 
Age Pension Organizations.—The following order signed 
by Wayne C. Taylor, acting secretary of the Treasury and 
approv ed by the President is published as Treasury Deci- 
sion 4637, X V-17-8064 (p. 7). 


Pursuant to the provisions of section 257(a) of the Revenue Act of 
1926; section 55 of the Revenue Act of 1928; section 55 of the Revenue 
Act of 1932; section 215(e) of the National Industrial Recovery Act; 
and section 55(a) and section 701(e) of the Revenue Act of 1934, 
income and profits tax returns made under the Revenue Act of 1934 
and under the prior Revenue Acts, and capital stock tax returns made 
under the National Industrial Recovery Act and the Revenue Act of 
1934, may be inspected by the — Committee Investigating Old-Age 
Pension Organizations, appointed under House Resolution 443, Seventy- 
fourth Congress, Second Session, passed March 10, 1936, for the purpose 
of, and to the extent necessary in, the investigation which the committee 
is authorized and directed to make by House Resolution 443. The in- 
spection of returns herein authorized may be by the committee or by 
or through such examiners or agents as the committee may designate 
or appoint. Upon written notice by the chairman of the committee to 
the Secretary of the Treasury, giving the names and addresses of the 
taxpayers whose returns it is necessary to inspect and the taxable 
periods covered by the returns, the Secretary and any officer or employee 
of the Treasury Department shall furnish such committee with any data 
relating to or contained in any such return, or shall make such return 
available for inspection by the committee or by such examiners or 
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agents as the committee may designate or appoint, in the office of the 
Commissioner of Internal Revenue. Any information thus obtained by 
the committee which is relevant or pertinent to the purpose of the 


investigation may be submitted by the committee to the House of 
Representatives. 


Stamp Taxes on Conveyances of Realty.—An oil and 
gas lease of indefinite duration in respect of land situated 
in Arkansas, or any assignment thereof, is subject to stamp 
tax as a conveyance of realty.—G. C. M. 16510, XV-16- 
8053 (p. 16). 

Stamp Tax on Stock Transfers.—In a letter dated April 
18, 1936, addressed to Carter, Ledyard & Milburn, 2 Wall 
Street, New York City, Deputy Commissioner D. S. Bliss 
suggested that a proposed circular by the New York Stock 
Exchange to its members be altered to read substantially 
as follows: 


The Exchange has been advised that the Treasury Department has 
ruled that the transfer of scrip certificates representing the right to 
receive less than one share of stock is not taxable under the stock 
transfer law. The transfer, under a single bill of sale, of scrip cer- 
tificates representing a right to receive one share or more, is subject 
to tax measured by the number of whole shares affected. The transfer 
of fractional shares or certificates of stock is subject to the tax. 


Stamp Tax on Transfer of Corporate Bonds.—Under the 
laws of New York a guardian for a minor does not acquire 
title to his ward’s estate, and consequently a transfer of 
corporate bonds from the name of the guardian to his 
ward’s name, upon the ward’s becoming of age, is not sub- 
ject to tax under Schedule A-9 of Title VITI, Act of 1926. 
—S. T. 832, X V-15-8039 (p. 12). 


County School Finance in Two 
Texas Oil Boom Counties 
(Continued from page 347) 


Miscellaneous expenditures showed no uniform 
trend. This subdivision includes outlays for trans- 
portation, for transfer of children to other districts, 
heat, light and water, rent, insurance, and other mi- 
nor disbursements. In 1917-18 miscellaneous ex- 
penses amounted to only $1,925 in Stephens County. 
The next four years saw the following amounts 
spent: $3,836, $9,572, $15,784, $65,044, the latter sum 
being the all-time high for the county. There was 
a sharp decline for three consecutive years to $19,777 
for 1924-25. The subsequent years saw expenditures 
ranging from $29,311, to $41,529. The lag here is 
heavy 

In Gregg County expenditures for miscellaneous 
items showed far less correspondence with oil boom 
prosperity than was the case in Stephens County. 
The lowest figure, $6,219, was for the first year con 
sidered, 1916-17, and the highest, $48,102, came in 
1928-29, before the boom was under way. 


Table IV 
INTEREST PAYMENTS 














—Totals Per Pupil— 

Stephens Gregg Stephens Gregg 

Year County County County County 
1916-17 $ 636 $ 680 $ 0.35 $ 0.13 
1917-18 405 680 22 BY 
1918-19 . 1,840 936 1.02 17 
1919-20 1,275 1,134 65 21 
1920-21 ; 1,285 ae 
1921-22 . ; 20,229 2,472 4.05 44 
1922-23 . 36,586 2,959 7.49 58 
1923-24 23,948 3,385 4.67 .70 
1924-25 25,144 3,730 5.52 76 
1925-26 25,326 4,179 5.76 .84 
1926-27 29,800 3,218 6.25 -62 
1927-28 . 26,942 2,966 5.69 56 
1928-29 30,194 6,071 6.65 1.14 
1929-30 28,132 11,374 6.60 2.04 
1930-31 29,095 15,313 6.53 2.52 
1931-32 27,979 28,851 6.75 3.62 
1932-33 28,332 47,904 7.21 3.79 
1933-34 ... 26,186 44,050 6.93 3.22 
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Surtax on Personal Holding Companies.—Where a lease 
of certain land provided that the lessor was entitled to 
one-eighth of the oil and gas produced from the premises, 
payments made in 1934 to the lessor by the lessee on 
account of such one-eighth interest constitute “royalties” 
within the meaning of that term as used in Article 351-2(1) 


of Regulations 86.—I. T. 2970, X V-17-8057 (p. 3). 


Taxes Deductible from Gross Income: California Fran- 
chise Tax.—The California franchise tax accrues on the 
first day of a taxpayer’s taxable year. A taxpayer keeping 
its books on the accrual basis is entitled to deduct in its 
return for the fiscal year ended July 31, 1935, the amount 
of its California franchise tax which accrued on August 1], 
1934, the tax being measured by the taxpayer’s net income 
for the fiscal year ended July 31, 1934.—I. T. 2971, XV-18- 
8066 (p. 2). 


Ohio Motor Vehicle Fuel Tax 

The excise tax imposed by the State of Ohio on the use, 
distribution, or sale of motor vehicle fuel is deductibk 
for the taxable year 1935 and subsequent taxable years in 
the Federal income tax return of the consumer who pays 
it and to whom it is not refunded. 

The excise tax imposed on the use, distribution, or sal 
of liquid fuel is deductible by the dealer for Federal in 
come tax purposes. 

I. T. 2472 (C. B. VIII-1, 74) revoked.—l. T. 2968, XV-16 
8048 (p. 2). 








Table III 
EXPENDITURES FOR INSTRUCTION 























Totals Per Pupil— 

Stephens Gregg Stephens Gregg 

Year County County County County 

1916-17 $ 23,295 $ 43,155 $13.84 $ 8.28 
1917-18 23,582 49,073 18.09 9.10 
1918-19 22,322 51,601 12.46 9.54 
1919-20 .. , 42,979 55,581 22.26 10.24 
1920-21 ; 105,616 68,113 37.84 11.84 
1921-22 ‘ 130,796 75,403 38.18 13.58 
1922-23 144,928 7d,ale 29.61 15.38 
1923-24 166,869 80, 705 32.56 16.79 
1924-25 145,153 96,539 31.90 19.82 
1925-26 172,332 88,119 39.24 18.27 
1926-27 172,095 91,908 38.21 17.95 
1927-28 172,789 94,395 36.95 17.77 
1928-29 166,322 93,155 35.20 17.53 
1929-30 168,361 108,401 39.53 19.63 
1930-31 171,984 108,678 38.62 17.89 
1931-32 141,978 210,327 34.28 26.41 
1932-33 117,432 278,707 29.64 21.39 
1933-34 110,700 313,943 29.31 22.39 





Funded Debt and Interest Charges 


HE policies of the two counties on the matter 

of borrowing differed rather noticeably. Since 
the after-effects of an unwise debt policy are so 
pernicious and lasting the facts will be listed in 
some detail. Table IV shows total interest pay- 
ments and interest payments per pupil. These 
payments cover both long-term and short-term bor- 
rowing. It is significant that the burden of interest 
charges did not decline noticeably in Stephens 
County after the passing of the boom period. This 
can be readily understood when notice is taken of 
the outstanding debt for the period. Of the eighteen 
separate bond issues of the independent school dis- 
tricts and common school districts of Stephens 
County during the period from 1905 to 1934 inclusive 
twelve carried a five per cent rate of interest, five 
a six per cent rate and one a four per cent rate. 
Nine of the eighteen issues were serial bonds, the 
other issues being of the sinking fund variety. 
Thirteen had a life of forty years, one of twenty-six 
vears, one of twenty years, and three of six years. 
The predominance of. long- term issues is evident. 
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The evil effects of this short-sighted policy are now 
evident. The oil is gone, much of the income and 
tax-paying ability is gone and the county is still 
saddled with a debt brought about largely by the 
extra demands upon it for educational facilities for 
a school population of other years. 

Gregg County, too, depended rather heavily upon 
borrowed money for construction and operation of 
its school system. From 1909 to 1934 the independ- 
ent and common school districts sold twenty-eight 
issues of bonds. Eight of these were serial and 
twenty were sinking fund issues. Two carried 5% 
per cent interest rates, the others 5 per cent. Ten 
of the twenty-eight were issued to mature com- 
pletely in forty years, one in thirty-five years, one 
in twenty-five years, five in twenty years, one in 
eighteen years, one in eleven years, four in four 
years, two for three years, two for two years, one 
for one year. There was, however, a marked ten- 
dency for the life of the bonds to be shortened in the 
oil boom period. All the issues under five years 
were in this period. Furthermore, nearly all the 
long term pre-boom issues were refunded by short 
term issues in recent years. In this way the boom 
era has been called upon not only to finance itself 
but to clean the slate of the past. Gregg County 
has chosen the wiser course of heavier relative de- 
pendence upon taxation and of short-term rather 
than long-term bond issues. The conclusion seems 
justified that the greatly increased demands for 
governmental services occasioned by the discovery 
and exploitation of natural resources that are quickly 
exhaustible should fall largely if not wholly upon 
the tax-paying capacity created by the natural 
resource itself. 





Depletion of Oil Leases 
(Continued from page 325) 


The allowance for depletion upon the cash re- 
ceived in the Palmer v. Bender and other. cases just 
enumerated has been justified by the Supreme Court 
under the theory that they amounted to advance 
rovalties, but the cash so received in none of those 
cases resulted in depletion of the mineral content of 
the ground, nor in the physical exhaustion thereof ; 
and there remained in and under the ground after 
the receipt of that cash just as much oil, gas and 
other minerals as was in and under the ground prior 
to the receipt thereof. 

No justification, therefore, can be found for the 
language used in the Fleming case if the Court in- 
tended that no cash except that resulting from the 
production of oil, gas and other minerals is subject to 
depletion. Certainly no basis for such a meaning 
can be found in any of the decisions of the Supreme 
Court. 

If, on the other hand, the Appellate Court in- 
tended to say that, unless there is some additional 
economic interest in future production from the 
property retained by the taxpayer in addition to the 
cash received, no depletion is allowed upon the cash, 
then surely Fleming was entitled to depletion upon 
the cash he received, because the cash payment was 
not unconnected with his oil payment. From the 
facts in the Fleming case, it may be presumed that 


DEPLETION OF OIL LEASES 
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Fleming would not have sold his leases for the cash 
without the oil payment, or for the oil payment 
without the cash. Certainly the cash and the oil 
payment are connected considerations in his instru- 
ment of assignment. 


The Court said that it had looked at the facts in 
the Fleming case broadly and without any effort to 
be technical, yet, when one reads the decision, it 
appears that the Court has raised additional techni- 
calities and has, by inference, tended to resort to old 
technicalities which have been removed by sub- 
sequent decisions of the Supreme Court. Little con- 
solation can be found in the reasoning of the Court 
in this case. It has sufficiently raised new techni- 
calities and revived old ones to warrant a review of 
the decision by the Supreme Court. 


An Ideal Tax System 


(Continued from page 340) 

in private finance, must be equally so in public 
finance. The open mind, not to be confused with 
the empty mind, connotes a willingness to take a 
fresh viewpoint, entirely free from previous political 
or other prejudice; it also connotes a broad point of 
view which excludes every selfish social or economic 
interest or advantage. 

(2) We must be willing to entrust the construc- 
tion of a tax system to those who know the tax field 
as a whole and who at the same time have the con- 
fidence of the community on account of their integ- 
rity and practical judgment. This also is_ the 
procedure in private business affairs. The problem 
of selecting a personnel to organize a tax system can 
be solved when the various civic groups, urban busi- 
ness organizations, and farm bureaus assume the 
leadership in demanding that we apply the same 
methods to the building and maintenance of the 
public financial structure that we use in the conduct 
of private business affairs. 

(3) We must not yield to the temptation of be- 
lieving that a tax system, no matter how near the 
ideal, will bring a new heaven and a new earth in 
which all our fiscal problems and difficulties will 
be solved for years to come. No matter what kind 
of tax system may be adopted this year or next, 
there will be continued necessity for study of ad- 
ministrative methods and adjustments to new con- 
ditions that cannot now be foreseen. Here again 
is the great opportunity and necessity for extended 
and continuous cooperation of all the various com- 
mercial, farm and civic organizations in the continu- 
ous study of problems pertinent to public finance 
and taxation. Incidentally one of the by-products 
of such a study will be the building up of a sane 
and intelligent public opinion with respect to taxa- 
tion and the elimination of whatever political bar- 
riers there may be to a more economical use of 
public funds. 

As a corollary to the last proposition, it is also 
essential to remember that no tax svstem, however 
perfect, can or will run itself. This is a truism, but 
how often it has been forgotten or neglected in 
public affairs. It is a weakness of American democ- 
racy to place too much confidence in the mere 
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machinery of administration of public affairs. Illus- 
trations of this weakness are very common but one 
will suffice to prove the point: A few years ago the 
people in many of the states decided to put an end 
to the old convention system of selecting candidates 
for public office, and to substitute the primary sys- 
tem. Having set up the new machinery, they left 
it to run itself—the majority of them forgetting to 
go to the primary—with the result that the new 
wonder-working primary system has become, for the 
most part, “a hissing and by-word.” Neither will a 
tax system, no matter how perfect its mechanical 
structure, operate successfully unless we also devise 
modern and business like methods of tax administra- 
tion. Much of the present inequity among taxpayers 
in practically all the American states is owing to 
lax, inefficient and unsystematic tax administration. 
We must have thoroughly competent administrators 
from the state tax commission down to the local 
assessors. There is no magic in using new sources 
of revenue for taxation purposes which will auto- 
matically do away with the present evils of poor 
judgment in the valuation of property for taxation 
purposes, or of poorly adjusted and inequitable rela- 
tive assessments in respect to persons and commu- 
nities. In our search for an ideal tax system we 
cannot afford to neglect this vital point. New 
sources of revenue, coupled with methods of local 
assessments that have changed little in a hundred 
years can be of little avail. A modern tax system, 
with concomitant, efficient administration, will go 
far toward the solution of problems of justice and 
equity in taxation. 

(4) We must not ignore the fact that no tax sys- 
tem, however perfect, can or will of itself lower tax 
rates. There is everywhere today a great and, in 
many cases, a just cry for the lowering of tax rates, 
particularly on realty. In all the states, taxes on 
realty are absorbing an undue portion of income 
from that source. The cry has been for new sources 
of revenue in order to lessen the burden on realty. 
Of course, new sources of revenue should reduce the 
burden on realty but there can be no assurance that 
they will do so. No tax system, however perfect, 
can by any magical process reduce tax rates on per- 
sonal incomes or on property unless we exercise 
eternal vigilance over expenditures. Diversified 
sources of income should equalize tax burdens in 
respect to classes of property and persons, but the 
problem of local tax rates and tax levies is far more 
intimately connected with the wise regulation of 
spending. The complete solution of the problems 
involved in the erection of a system of taxation, 
therefore, involve the public supervision of state and 
local budgets, the consolidation of small tax juris- 
dictions, the consolidation of local functions, and 
the more exact and equitable evaluation of realty. 

(5) A final essential to the erection of an ideal 
tax system is an enlightened and continuously ac- 
tive public opinion, state and local. The problem of 
creating public opinion is one for local business 
and civic organizations to solve, and theirs is and 
must be the responsibility. If the industrial and 
civic leaders in the local urban and rural communi- 
ties fail in their responsibility, then, in the language 
of old Chaucer, “If gold rusts, what shall iron do?” 








